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This listing does not affect the legal status of any 
document published in this issue. 


Announcement 
34-10826 Advisory Committee on the Imple- 
mentation of a Central Market 
System 
Four additional persons have agreed 
to serve as members on the above 
stated committee. 


Enforcement 
1C-8362 David W. Bush 

The Commission accepted an 
offer of settlement submitted by 
D. W. Bush, who was president of 
First Home Investment Corpora- 
tion and Bush and Company, Inc. 

SEC v. World Mint, Inc., et al. 
On May 20, 1974, a Complaint 
was filed in Los Angeles seeking 
to enjoin World Mint, Inc. and 
others. It alleges the defendants 
violated securities laws in connec- 
tion with the sale and distribution 
of securities of World Mint and 
Ship Stores. 

SEC v. Destiny Oil and Gas Corpor- 
ation, et al. 
James Sharp was permanently en- 
joined from violations of registra- 
tion requirements and anti-fraud 
provisions in the offer and sale of 
fractional undivided interests in 
oil and gas wells. 


LR-6378 


LR-6379 


Proposed Amendment of New York 





Stock Exchange Rule 440A.11 
Proposal would prohibit the re- 
duction of investment advisory 
fees in consideration of Exchange 
listed commissions. 

Notice of Adoption of Amend- 
ments to Form X-17A-5 and the 
Audit Requirements of Form X- 
17A-5 — Annual Report of Mem- 
bers, Brokers and Dealers. 

Adoption to revise and improve 
the content of annual reports 
and audit requirements of the 
same, 

Adoption of Rule 3a12-4 Defining 
Certain Mortgage Securities as 
Exempted Securities for purposes 
of Subsections (a) and (c)(3) of 
Section 15; Recission of Rule 
15a-1. 


34-10825 


34-10828 











SECURITIES ACT 








SECURITIES ACT OF 1933 
Release No. 5498/May 29, 1974 


PERMANENT SUSPENSION OF THE REGULA- 
TION A EXEMPTION OF PAMCO CAPITAL 
CORPORATION 


The Securities and Exchange Commission’s order of 
February 21, 1974, temporarily suspending a Regula- 
tion A exemption from the registration requirements 
under the Securities Act of 1933 with respect to a 
public offering of common stock of Pamco Capital 
Corporation (“Pamco”’) of New York has become 
permanent. Harper Johnson Co., Inc. was the named 
underwriter for the offering. 


Pursuant to a notification filed on March 28, 1973, 
Pamco offered 100,000 shares of its $.01 par value 
common stock at $.50 per share for an aggregate of 
$50,000. According to the order, the Commission 
has reason to believe that: (a) the offering circular 
of Pamco contains untrue statements of material 
facts and omits to state material facts necessary in 
order to make the statements made, in light of the 
circumstances under which they were made, not mis- 
leading, particularly with respect to, among other 
things, the failure to disclose the identity of an undis- 
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closed underwriter, and the failure to accurately state the 
terms of the offering and the plan of distribution; (b) the 
terms and conditions of Regulation A have not been met, 
particularly with respect to the failure to accurately iden- 
tify the directors of the issuer; and (c) the offering was 
made in violation of Section 17 of the Securities Act of 
1933, as amended. 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10823/May 24, 1974 


Admin. Proc. File No. 3-3132 and 3-3811 
In the Matter of 


IRVING MARVIN BURSTEIN 
Monsey, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Irving Marvin Burstein, who is president of 
Pilgrim Securities Corporation, a registered broker-dealer, 
and who was executive vice-president and a director of 
Dover Securities Corporation, formerly a registered 
broker-dealer, 1/ has submitted an offer of settlement. 
Solely for the purpose of settlement of these proceedings 
and without admitting or denying the allegations in the 
orders for proceedings, respondent consents to certain 
findings of misconduct as alleged in those orders and to 
the entry of an order barring him from association with 
any broker, dealer, investment company or investment ad- 
viser. 


On the basis of the allegations in those orders and the offer 
of settlement it is found that: 2/ 


1. During the period from about June 1, 1970 to July 6, 
1972 respondent willfully violated Sections 5(a) and 5(c) 
of the Securities Act in that he offered, sold and delivered 
common stock of Pollution Research and Control Corp. 
(“Pollution Research”), Technology Associates, Inc. 
(“Technology”), and Pied Piper Yacht Charters Corp. 
(“Pied Piper’), when no registration statement had been 
filed or was in effect under the Securities Act of 1933 with 
respect to such securities. 


2. During the period from about December 8, 1970 to 
July 6, 1972, respondent willfully violated Section 17 (a) of 
the Securities Act and Section 10(b) of the Exchange Act 
and Rules 10b-5 and 10b-6 thereunder in connection with 
the offer, sale and delivery of the common stock of Pied 
Piper in that he, among other things, established and mani- 
pulated the market for Pied Piper; quoted prices for it un- 
related to supply, demand, or intrinsic value; effected tran- 
sactions for customers when he had made no inquiry into 
Pied Piper’s affairs and knew nothing about its business; 
failed to disclose that he was being protected against loss in 
his market transactions; and while participating in the dis- 
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tribution, purchased such securities for accounts in which 
he had a beneficial interest and induced other persons to 

purchase such securities prior to completing the distribu- 

tion. 


3. During the period from about January 1, 1971 to July 
6, 1972 respondent willfully aided and abetted violations 
of Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder in that certain books and records were not 
accurately made and kept current. 


4. During the period from about July 1970 to January 11, 
1971 respondent willfully aided and abetted violations of 
Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder, in that transactions were effected when aggre- 
gate indebtedness exceeded 2,000% of net capital and net 
capital was not at least $5,000. 


5. Respondent willfully aided and abetted violations of 
Section 15(c)(2) of the Exchange Act and Rule 15c2-4 
thereunder in connection with a distribution of Pollution 
Research securities in that money received was not 
promptly deposited in a separate bank account. 


In light of the foregoing, it is in the public interest to im- 
pose the sanction consented to by the respondent. 


Accordingly, IT 1S ORDERED that Irving Marvin Burstein 
be, and he hereby is, barred from association with any 
broker, dealer, irivestment company or investment adviser. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ On December 6, 1971, Dover Securities Corporation’s 
registration was revoked. Securities Exchange Act Re- 
lease No. 9407. 


2/ The findings herein relate solely to Burstein and are 
not binding on any other respondent in these proceedings. 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 10824/May 24, 1974 


PROPOSED AMENDMENT OF NEW YORK STOCK 
EXCHANGE RULE 440A.11 


The Securities and Exchange Commission today announced 
that it has received the following letter on a proposed 
amendment to New York Stock Exchange Rule 440A.11: 


Mr. Lee A. Pickard 

Director 

Securities and Exchange Commission 
500 North Capitol, N.W. 
Washington, D.C. 20549 


May 7, 1974 


Dear Mr. Pickard: 


Pursuant to Rule 17a-8, we enclose herewith three copies 
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of a proposed amendment to Rule 440A.11. For reference 
purposes you will also find the language of Rule 440A.10 
ince that language is referred to in Rule 440A.11. The 
proposed amendment was adopted in principle by the 
Board at its meeting of May 2, 1974. 


The proposed amendment would eliminate the language in 
Rule 440A.11 which permits the reduction of investment 
advisory fees in consideration of Exchange listed commis- 
sions received and would substitute new language which 
would prohibit such a reduction. Two implementation 
dates would be provided in the rule. First the rule would 
be implemented for any new contract arrangement on a 
date two weeks following the effective date of the rule. 
Second, the rule would be implemented for existing con- 
tracts on a date three months following the effective date 
of the amendment. 





The proposed amendment would respond to a frequently 
voiced criticism that Exchange members have an unfair ad- 
vantage over non-members in competing for investment 
advisory business by virtue of their ability to offset the in- 
vestment advisory fee in consideration of brokerage com- 
missions received. 


The proposed amendment would also apply equally to 
members and non-member broker-dealers who have quali- 
fied for a non-member discount pursuant to Article XV, 
Section 2 and Rule 385 of the Exchange Constitution and 
Rules. It would therefore correct the situation which the 
Commission commented on in its letter of August 21, 1973 
to the Exchange with regard to amendments then proposed 
to Rule 385 as follows: 


“To the extent a non-member money manager credits 
any of the access discount it received on transactions 
for a customer against advisory fees owed by that cus- 
tomer, such customer does receive a commission rate 
advantage. While such an arrangement appears incon- 
sistent with the original objectives of non-member ac- 
cess, the Commission believes it would be unfair to 
restrict the use of such an arrangement by non-members 
while permitting its use by exchange members.” 


The proposed amendment would treat both members and 
non-members who have qualified for a non-member dis- 
coun. alike. Each would be prohibited from reducing in- 
vestment advisory fees in consideration of commissions 
received. These prohibitions would not, however, apply 
with respect to arrangements made in connection with 
orders for which commissions are now competitively de- 
termined, i.e., orders of $2,000 or less or orders in excess 
of $300,000. Similarly the rule would not apply to ar- 
rangements made on and after the date on which commis- 
sions with respect to all orders may be competitively de- 
termined. 





The proposed amendment to Rule 440A.11 will again be 
considered by the Board at its regular meeting on June 6, 
1974. It is therefore requested that the Commission re- 
spond to this submission as promptly as possible in advance 
of that date. 


Any questions on this matter should be directed to Henry 
P. Poole, Vice President and General Counsel. 















Sincerely, 
James E. Buck 
cc: Mr. Harvey A. Rowen 

Subcommittee on Commerce and Finance 
Enclosures 


PROPOSED AMENDMENT TO RULE 440.A11 


New language in italics — Deleted language in brackets [ ] 


STATISTICAL AND INVESTMENT ADVISORY SER- 
VICES 


***Supplementary Material: 
[Also see Rule 369(3)(F)(p-2369).] 


-10 To whom furnished. - A member or member organi- 
zation may furnish: 


(1) To a professional non-member (i.e., broker-dealer in 
securities or commodities, insurance company, investment 
advisor, investment manager, bank, trust company, founda- 
tion, professional trustee, or one engaged in any closely 
allied activity), statistical and investment advisory services: 


(A) prepared by the member or member organization; or 


(B) prepared by others and reissued by the member or 
member organization in his or its own name with the con- 
sent of the original issuer or publisher, provided the re- 
issuing member or member organization is not required to 
pay for such consent. 


(Exception: This policy does not prohibit the furnishing 
by a member or member organization to a non-member 
professional (i.e., broker-dealer in securities or commodi- 
ties, insurance company, investment adviser, investment 
manager, bank, trust company, foundation, professional 
trustee, or one engaged in any closely allied activity), of 
publications of nominal cost, i.e., aggregating not more 
than approximately $30 per year, per non-member pro- 
fessional.) 


(2) To another member or member organization or to a 
non-member customer who is a non-professional, statisti- 
cal or investment advisory services: 


(A) prepared by the member or member organization; or 


(B) prepared by others and reissued by the member or 
member organization. 


The meaning of “statistical investment advisory services” 
above is restricted to publications or services intended to 
aid professional or non-professional clients of member or- 
ganizations in investment decisions concerning securities 
or commodities. All such publications or services must be 
clearly and prominently identified as being a publication 
or service of the original issuing member organization. 
(The name of the original issuing member organization 
may be omitted if the distributing member organization 
clears its listed business through the issuing member organ- 
ization.) 


-11 Such service which is prepared or reissued by the mem- 
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ber or member organization consistant with .10 above, may 
be furnished by the member or member organization to 
another member or member organization or to a non-mem- 
ber [either free of cost or on a fee basis. If such service is 
furnished on a fee basis, the fee may be adjusted in accord- 
ance with commission business received from the other 
member or member organization or from the non-member. | 
provided, however, that where a fee for such service has 
been published, such fee shall be charged to and paid by 
the member or member organization or the non-member 
receiving such service. Any contract or arrangement en- 
tered into after (2 weeks following effective date)__, 1974 
pursuant to which such service is to be furnished for the 
published fee, shall provide that such fee may not be ad- 
justed in accordance with commission business received 
from the other member or member organization or from 
the non-member. Members and member organizations 
furnishing such service pursuant to a contract or arrange- 
ment in effect on (2 weeks following effective date) 
1974 providing for the furnishing of such services for the 
published fee is adjusted in accordance with the commis- 
sion business received from the other member or member 
organization or from the non-member shall as promptly as 
possible and in no event later than (3 months following 
effective date) 197_ to terminate all such adjust- 
ments. , 





, 


The fee for investment advisory service may be based on a 
percentage of the principal amount of the funds involved 
but may not be based upon the profits realized. 


[Different fees may be charged to different customers for 
the same or equivalent statistical service.] 


The Commission wishes to solicit the written views of all 
interested persons concerning the proposed amendment of 
NYSE Rule 440A.11 set forth above. Such views should 
be submitted to George A. Fitzsimmons, Secretary, Secur- 
ities and Exchange Commission, 500 North Capito! Street, 
N.W., Washington, D.C. 20549, no later than July 1, 1974. 
Reference should be made to File Number S7-524. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 2934 
Release No. 10825/May 24, 1974 


NOTICE OF ADOPTION OF AMENDMENTS TO FORM 
X-17A-5 AND THE AUDIT REQUIREMENTS OF FORM 
X-17A-5 — ANNUAL REPORT OF MEMBERS, BROKERS 
AND DEALERS. 


The Securities and Exchange Commission today announced 
the adoption of amendments to Form X-17A-5 and the 
Audit Requirements thereto which reflect the additional 
information necessary to monitor compliance with Rule 
15c3-3 as well as other developments in the securities in- 
dustry since 1967 which have affected the auditing and 
financial regulation of brokers and dealers. 
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Summary of the Amendments 


The principal amendments to the Form relate to the Com- 
mission’s adoption of Rule 15c3-3 under the Securities 
Exchange Act of 1934 and require the submission of a 
schedule in support of the computation of a broker-deal- 
er’s “Formula for Determination of Reserve Requirement” 
(“Reserve Requirement’’) under Rule 15c3-3 as of the 
audit date and the financial questionnaire requires report- 
ing of the amount required to be deposited in the “Special 
Reserve Bank Account for the Exclusive Benefit of Cus- 
tomers” (“Reserve Bank Account”) and any amount on 
deposit in such account in excess of the Reserve Require- 
ment. 


Question 4 of the financial questionnaire has been revised 
to classify open items with other brokers and dealers, 
clearing organizations or issuers in accordance with the 
amounts which are to be included in the calculation of a 
firm’s Reserve Requirements, the amounts includable in 
aggregate indebtedness under the net capital rules and 
amounts which are not included in either computation. 
The revised disclosure is intended to simplify reporting 
and facilitate review of the questionnaire by self-regulators 
and the Commission. 


In order to determine whether a broker-dealer has an undue 
concentration of a specific security long in a customer's 
margin account, the amended Form requires note disclosure 
of any security in such accounts exceeding 15% of the 
aggregate value of all securities which collateralize all 
secured margin accounts receivable so that proper deter- 
mination of any reserve requirement adjustments pursuant 
to Note (B) of the Reserve Requirement computation may 
be determined. This requirement should not be construed 
as precluding the respondent from combining accounts as 
permitted by General Instruction 6 to Form X-17A-5. 


The Form has also been revised to test the broker-dealer’s 
compliance with the requirements of Rule 15c3-3 to 
reduce customers’ fully paid for and excess margin securi- 
ties to a broker-dealer’s possession or control. 


Question 6 G.1. will disclose whether instructions to ob- 
tain physical possession or control which were properly 
issued by the margin department were, in fact, accom- 
plished or acted upon by the cashiering department or 
other persons responsible for accomplishing such instruc- 
tions as required by Rule 15c3-3. 


Question 6 G.2. would indicate whether or not the mar- 
gin department or other personnel responsible for the 
margin function had issued appropriate instructions with- 
in the parameters required by Rule 15c3-3. 


Other Amendments to Form X-17A-5 


Question 4 of the financial questionnaire has been 
amended to require reporting of open items with clearing 
Organizations using a continuous net settlement system. 
In addition, the Form now requires separate disclosure of 
free shipments of securities to other broker-dealers as well 
as redemptions receivable from registered investment com- 
panies or other issuers redeeming their securities. 
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In addition, all cash accounts which are subject to Regula- 
tion T of the Board of Governors of the Federal Reserve 
System will now be reported in Question 6A rather than 
limiting reporting to those accounts which are considered 
bona fide cash accounts. As a result of this change, the Au- 
dit Requirements of Form X-17A-5 have also been amended 
to require the independent public accountant to review and 
test respondent's procedures relating to the prompt pay- 
ment for securities purchased in a Special Cash Account 
pursuant to Regulation T. 


The Audit Requirements of Form X-17A-5 have also been 
amended to require that the scope of the review and tests 
of the accounting system, internal accounting control and 
procedures for safeguarding securities shall be sufficient to 
provide reasonable assurance that any material inadequacies 
existing at the date of the examination would be disclosed. 


Finally, review of the procedures for complying with Rule 
15c3-3 is also required by these amendments. 


Statutory Basis 


These amendments are hereby adopted under the Securities 
Exchange Act of 1934, particularly Sections 15(c)(3), 17(a), 
10(b) and 23(a) thereof and shall be effective for all audits 
pursuant to Rule 17a-5 under the Securities Exchange Act 
of 1934 commencing on or after July 15, 1974. 


The text of the amendments is as follows: additions are in 
italics. 


General Instruction B.2 shall be amended to read as follows: 


2. The valuations of customers’ fully paid securities and ex- 
cess margin securities in respondent's possession or control 
need not be included in the answers. For the purpose of 
this questionnaire the terms “fully paid securities,” “ex- 
cess margin securities” and “physical possession or control” 
shall have the meanings found in the applicable provisions 
of Rule 15c3-3. 


The following questions in Part | of the Questionnaire are 
amended to read as follows: 


Question 1 — Bank Balances and Other Deposits 


State separately total of each kind of deposit (cash and/or 
market value of securities) with adequate description. This 
shall include cash on hand; cash in banks representing funds 
subject to immediate withdrawal; “Special Reserve Bank 
Account for the Exclusive Benefit of Customers”; “Special 
Account for the Exclusive Benefit of Customers”; cash in 
banks subject to withdrawal restrictions; cash and securities 
segregated pursuant to regulations of any agency of the 
Federal Government, any state, any national securities ex- 
change or national securities association; contributions to 
clearing organizations incident to membership; deposits 
with clearing organizations in connection with commit- 
ments; guaranty and margin deposits; good faith deposits 
(see Note 3 to Question 14); drafts with securities attached 
deposited for collection. 


NOTES: 1. In support of the amount in the “Special Re- 
serve Bank Account for the Exclusive Benefit of Custom- 


ers” submit a schedule of the computation required under 
Rule 15c3-3(e) in the form prescribed in Exhibit A of Rule 
15c3-3. The computation shall be as of the audit date and 
Shall be accompanied by a reconciliation of the amounts 

set forth in the schedule with the amounts reported in this 
Questionnaire. A schedule shall be submitted even though 
no deposit was required to be maintained as a result of the 
computation unless the broker-dealer is exempt from Rule 
15c3-3 by any provision of paragraph (k) of that rule. If 
the broker-dealer was not required to maintain a “Special 
Reserve Bank Account for the Exclusive Benefit of Custom- 
ers” because he was exempt from Rule 15c3-3, a note shall 
So State. 


2. The amount reported for “Special Reserve Bank Account 
for the Exclusive Benefit of Customers” shall indicate the 
required deposit and any amount in excess of requirements 
shall be classified as “Amount on Deposit in Special Re- 
serve Bank Account for the Exclusive Benefit of Customers 
in Excess of Requirement and Subject to Immediate With- 
drawal.” 


Question 2 — Money Borrowed and Accounts Carried by 
Respondent by Other Banking and Brokerage Houses, Se- 
cured by or Containing Customers’ Collateral. 


A new Note 3 is added: 
NOTES: 1. ... (No change) 
2. ... (No change) 
3. State separately the market value of securities collater- 
alizing a loan on behalf of the respondent which securities 


are reportable as customer securities as defined in Rule 15c 
3-3. 


The caption to Question 4 is amended to read as follows: 


Question 4 — Other Open Items With Brokers and Dealers, 
Clearing Organizations and Issuers. 


Items A, B and Note 1 are amended and Items E, F and 
Note 3 added as follows: 


State separately totals of ledger debit balances; ledger 
credit balances; long security valuations; short security val- 
uations, and classify as follows: 


A. Securities borrowed (i.e., amount to be received from 
others upon return to them of securities borrowed by re- 
spondent): 


1. Items includable in “Formula for Determination of Re- 
serve Requirement.” 


2. Other. 


B. Securities failed to deliver (i.e., amount to be received 
from brokers and dealers upon delivery of securities sold 
by respondent): 


1. Items includable in “Formula for Determination of 
Reserve Requirement.” 


2. Other. 


C. Securities loaned (i.e., amount to be paid to others 
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upon return of securities loaned by respondent): 


1. Items excludable from aggregate indebtedness and 
“Formula for Determination of Reserve Requirement.” 


2. Items includable in aggregate indebtedness but excluded 
from “Formula for Determination of Reserve Require- 
ment.” 


3. Items includable in both aggregate indebtedness and 
“Formula for Determination of Reserve Requirement.” 


4. Items includable only in “Formula for Determination 
of Reserve Requirement.” 


D. Securities failed to receive (i.e., amount to be paid to 
brokers and dealers upon receipt of securities purchased 
by respondent): 


1. Items excludable from aggregate indebtedness and 
Formula for Determination of Reserve Requirement. 


2. Items includable in aggregate indebtedness but ex- 
cluded from “Formula for Determination of Reserve Re- 
quirement.” 


3. Items includable in both aggregate indebtedness and 
“Formula for Determination of Reserve Requirement.” 


4. Items includable only in “Formula for Determination 
of Reserve Requirement.” 


E. Balances with clearing organizations utilizing a contin- 
uous net settlement system (representing securities bor- 
rowed or failed to deliver; and securities loaned or failed 
to receive): 


1. Items excludable from aggregate indebtedness and 
“Formula for Determination of Reserve Requirement.” 


2. Items includable in aggregate indebtedness but ex- 
cluded from “Formula for Determination of Reserve Re- 
quirement.” 


3 Items includable in both aggregate indebtedness and 
“Formula for Determination of Reserve Requirement.’ 


4. Items includable only in “Formula for Determination 
of Reserve Requirement.” 


5. Other (See Note 3). 


F. Free shipments (i.e., amount to be received from others 
for securities already delivered to them not accompanied 
by documents requiring payment upon delivery or for 
which payment was not received upon delivery). 


G. Redemptions Receivable (i.e., amount to be received 
from issuers or their agents for securities submitted for 
redemption): 


1. Includable in “Formula for Determination of Reserve 
Requirement.” 


2. Other. 
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NOTES: 1. Where it is impractical or unduly expensive to 
allocate all securities to each category in A, 8, C, D, E, F 
and G proper allocation shall be made to the extent feasible 
and all other such /edger balances and security valuations 
shall be reported in the case of receivables as “Other” and 
in the case of liabilities and related security valuations in 
C.3, D.3 and E.3. 


2. State separately or in a footnote the totals of ledger 
debit balances; ledger credit balances; long security valua- 
tions; short security valuations, for transactions outstand- 
ing 30 calendar days or longer included in the answers to 
Question 4.B (Securities Failed to Deliver); and Question 
4.D.3 (Securities Failed to Receive). The amounts re- 
ported for Question 4.B shall be classified in accordance 
with the period that the transactions have been outstand- 
ing: 30 to 39 calendar days; 40 to 49 calendar days; 50 
to 59 calendar days; and 60 or more calendar days. 


3. Where it is impractical! or unduly expensive to allocate 
the ledger balance to each category in E, a net amount 
may be reported and the balance shal/ be so indicated. 
Security valuations shall be allocated to E.1, 2, 3 and 4 to 
the extent feasible and all other such security valuations 
shall be reported under E.3 (in the case of net short valua- 
tions) or E.5 (in the case of net long valuations). 


The caption to Question 5 is amended to read as follows: 


Question 5 — Valuation of Securities and Spot (Cash) 
Commodities in Box, Depositories, Transfer and Transit 


The present note is redesignated Note 1 and the following 
Note 2 is added: 


NOTES: 1. Question 5 requires entries in short valuation 
column only. 


2. State separately or in a footnote the market value of 
securities which have been in transfer in excess of 40 calen- 
dar days and have not been confirmed to be in transfer by 
the transfer agent or the issuer during the 40 days immedi- 
ately preceding the audit date. The market value of secur- 
ities in transfer in excess of 40 days which have been con- 
firmed only by the independent public accountant in con- 
nection with his audit shall be included in such footnote 
or classification. 


Question 6 — Customers’ Security Accounts 


Items A, G and Note 1 are amended and Items H, | and 
Notes 6 and 7 added as follows: 


State separately totals of ledger debit balances; ledger 
credit balances; long security valuations; short security 
valuations and classify as follows: 


A. Cash accounts (i.e., accounts subject to Section 4(c) of 
Regulation T of the Board of Governors of the Federal 
Reserve System) which have both unsettled money bal- 
ances and positions in securities. 

1. Accounts with debit balances. 


2. Accounts with credit balances. 
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B. Secured Accounts: 
1. Accounts with debit balances. 
2. Accounts with credit balances. 


C. Partly secured accounts (accounts liquidating to a defi- 
cit): 


1. Accounts with debit balances. 
2. Accounts with credit balances. 
D. Unsecured accounts. 


E. Accounts with credit balances having open contractual 
commitments. 


F. Accounts with free credit balances. 


G.1 Securities for which instructions to reduce to posses- 
sion or control had been issued and which were not in 
possession or control as of the examination date: 


(a) Required by Rule 15c3-3 to be in possession or control 
but for which no action was required by the respondent as 
of the audit date or required action was taken by respond- 
ent within the time frames specified pursuant to Rule 15c3 
3. 


(b) Required to be in possession or control as of the audit 
date for which the required action was not taken by re- 
spondent within the time frames specified by Rule 15c3-3 
(Note 7). 


2. Market value of excess margin securities and fully paid 
securities in cash accounts having either credit or no money 
balances for which instructions to place in possession or 
control were not reflected on the books and records of the 
respondent as of the audit date. 


(a) Arising from “temporary lags which result from normal 
business operations” permitted pursuant to Rule 15c3-3. 


(b) Not arising from “temporary lags which result from 
normal business operations” permitted pursuant to Rule 
15c3-3. 


H. Fully paid securities borrowed from customers pursu- 
ant to specific agreement. 


|. Allowance for customers’ accounts doubtful of collec- 
tion. 


NOTES: 1. All unsecured cash accounts shall be reported 
under D and partly secured accounts deemed doubtful of 
collection shall be reported under C. 


2. ... (no change) 
3. ... (no change) 
4. ... (no change) 
5. ... (no change) 


6. State separately or in a footnote, description, quantity, 
price and valuation of any specific security (other than an 


























































exempted security) which is collateral for margin accounts 
included in the long security valuations at B.1 and C.1 and 
which exceeds in aggregate value 15 percent of the aggre- 
gate value of all securities which collateralize all margin ac- 
counts receivable reported at these two questions. A speci- 
fic security is deemed to be collateral for a margin account 
only to the extent it represents in value not more than 
140% of the customer debit balance in a margin account. 


7. State separately or in a footnote whether securities re- 
ported in 6G(1)(b) above were subsequently reduced to 
possession or control by the respondent. Also state the 
number of individual items which were reported in 6G(1)(b) 
above. 


Question 8 — Accounts of Officers and Directors 
The note is redesignated Note 1 and Note 2 is added: 
NOTES: 1. ... (no change). 


2. All “excess margin” and “fully paid securities” of offi- 
cers and directors shall be reported together and Notes 6 
and 7 to Question 6 shall not apply to this Question. 


Question 9 — General Partners’ Individual Accounts 
A new Note 3 is added as follows: 
NOTES: 


1. ... (no change) 
2. ... (no change) 


3. All “excess margin” and “fully paid securities” shall be 
reported together and Notes 6 and 7 to Question 6 shall 
not apply to this question. 


Question 10 — Trading and Investment Accounts of Re- 
spondent 


A new Note 4 is added as follows: 
NOTES: 1. ... (no change) 


2. ... (no change) 
3. ... (no change) 


4. State separately or in a footnote both long and short 
security valuations attributable to principal purchases or 
sales from or to customers which are included in the 
answer to Question 10.A. 


Question 13 — Other Accounts, etc. 
This question is amended to read as follows: 


State details (ledger balances, valuations of securities and 
spot (cash) commodities; status of future commodity posi- 
tions; and any other relevant information) of any accounts 
which have not been included in one of the answers to the 
above questions. These shall include: accounts for ex- 
change memberships; furniture, fixtures, and other fixed 
assets; valuation reserves; funds provided or deposited by 
the respondent as margin in joint accounts; revenue 
stamps; dividends receivable, payable and unclaimed; floor 
brokerage receivable and payable, commissions receivable 
and payable, advances to salesmen and other employees; 
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commodity difference account; goodwill; organization ex- 
pense, prepaid expenses and deferred charges; liability re- 
serves; mortgages payable; other liabilities and deferred 
credits; market value of securities borrowed (other than for 
delivery against customers’ sales) to the extent to which no 
equivalent value is paid or credited (other than securities 
borrowed from customers which are reported in question 
6.H); drafts payable (issued in settlement of customers’ 
credit balances); \ong security count difference valuations; 
short security count difference valuations, and other 
accounts not specifically mentioned herein. 

NOTES: 1. ... (no change) 
2. ... (no change) 


3. State in a footnote the number of securities in which 
there were long security count differences; the number in 
which there were short security count differences; and the 
total number of securities in which there were positions as 
of the date of the accountant’s report. 


4. State separately or in a footnote as of the audit date 

(a) the market value of stock dividends, stock splits and 
similar distributions receivable outstanding over 30 calen- 
dar days, {b) market value of short security count differ- 
ence valuations over 30 calendar days old, and (c) ledger 
credit balances and short security valuations in all suspense 
accounts over 30 calendar days. 


Audit Requirements 


The introductory paragraph and Items 2, 10 and 17 are 
amended as follows: 


The audit shall be made in accordance with generally 
accepted auditing standards and shall include a review of 
the accounting system, the internal accounting control and 
procedures for safeguarding securities including appropri- 
ate tests thereof for the period since the prior examination 
date. The scope of such review and tests shall be sufficient 
to provide reasonable assurance that any material inade- 
quacies existitig at the date of the examination would be 
disclosed. The audit shall include all procedures necessary 
under the circumstances to substantiate the assets and lia- 
bilities and securities and commodities positions as of the 
date of the responses to the financial questionnaire and to 
Permit the expression of an opinion by the independent 
public accountant as to the financial condition of the re- 
spondent at that date. Based upon such audit, the account- 
ant shall concurrently comment upon any material inade- 
quacies found to exist in: (a) the accounting system; (b) 
the internal accounting control; (c) procedures for safe- 
guarding securities; and (d) the practices and procedures 
whose review is specified in Items 8, 9, 10 and 11 below; 
and shall indicate any corrective action taken or proposed. 
If the audit did not disclose any material inadequacies, the 
accountant shall so report. 


The independent public accountant may perform audit 
procedures at any time which he may deem appropriate; 
however, if the procedures prescribed in Items 2, 3, 4 and 
6(c)-(g), excluding Item 6(e)(v), are performed at a date 
other than the audit date, then all such aforementioned 
procedures shall be performed as of the same date, which 
shall not be more than 190 days prior to the financial state- 
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ment date. 


The scope of the audit shall include the following proce- 
dures, but nothing herein shall be construed as limiting the 
audit or permitting the omission of any additional audit 
procedures which an independent accountant would deem 
necessary under the circumstances. As part of his audit 
the independent public accountant shall: 


(1)... (no change) 


(2) Account for by physical examination and comparison 
with the books and records: all securities, including cus- 
tomers’ fully paid and excess margin securities; material 
amounts of currency and tax stamps; warehouse receipts; 
and other assets on hand, in vault, in box or otherwise in 
physical possession. Control shall be maintained over such 
assets during the course of the physical examination and 
comparison. 


(3) _... (no change) 
(4) _ ... (no change) 
(5)... (no change) 
(6)... (no change) 
(7) _ ... (no change) 
(8)... (no change) 
(9) _ ... (no change) 


(10) Review and test respondent’s procedures relating to 
compliance with the requirement for the prompt payment 
for securities pursuant to Section 4(c) of Regulation T of 
the Board of Governors of the Federal Reserve System; 
and, 


(11) (a) Review the procedures followed in making the 
periodic computations and deposits required under the 
provisions of paragraph (e) and Exhibit A of Rule 15c3-3. 


(b) Review the procedures followed in obtaining and 
maintaining physical possession or control of all fully paid 
and excess margin securities of customers as required under 
the provisions of Rule 15c3-3. 


(c) If respondent is exempt from Rule 15c3-3, the inde- 
pendent public accountant shall ascertain that the condi- 
tions of the exemption were being complied with as of the 
examination date and that no facts came to his attention 
to indicate that the exemption had not been complied 
with during the period. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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The Securities and Exchange Commission today announced 
the names of the four additional persons who have agreed 


to serve as members of the Commission’s Advisory Commit- 


tee on the Implementation of a Central Market System. 
They are: 


David B. Heller, Vice President of Ralph W. Davis & Co., 
Inc., a specialist member firm of the Midwest Stock Ex- 
change, which has been a subsidiary of Dain, Kalman & 
Quail, Inc., since July 24, 1972. Mr. Heller was President 
of Ralph W. Davis & Co., Inc. from 1970 to 1973; after a 
leave of absence he rejoined the firm as Vice President in 
December 1973. Mr. Heller served as a Governor of the 
Midwest Stock Exchange for three years; 


Boyd L. Jefferies, President and Chairman of the Board of 
Jefferies & Co., Inc., an institutional brokerage firm head- 
quartered in Los Angeles. Jefferies and Co. was founded 
in 1963, and was acquired by Investors Diversified Ser- 
vices, Inc., in November, 1969. In September 1973, IDS 
sold Jefferies & Co. to its current principals; 


Jon B. Lovelace, Jr., President of Capital Research and 
Management Company of Los Angeles, which serves as 
investment adviser to a number of mutual funds. Mr. Love- 
lace has headed the firm’s research operations since 1964; 
and 


Lee A. Pickard, Director of the Commission’s Division of 
Market Regulation. 


The other members of the Advisory Committee, announced 
in Securities Exchange Act Release No. 10790 (May 10, 
1974), are: Alexander Yearley, |1V, Chairman; Kenneth S. 
Axelson; M. Colyer Crum; Robert Gardiner; C. Rader Mc- 


Culley; Ray F. Myers; Felix G. Rohatyn; and Donald Stone. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10827/May 28, 1974 


Admin. Proc. File No. 3-4327 
In the Matter of 


FIDUCIARY PLANNING, INC. 
6785 Telegraph Road 
Birmingham, Michigan 
(812473) 


ROBERT JOHNSTON 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Fiduciary Planning, Inc. (“registrant”), a regis- 
tered broker-dealer and a member of the National Associa- 
tion of Securities Dealers, Inc. (“ NASD”), and Robert 
Johnston, its president, have submitted an offer of settle- 
ment. Solely for the purpose of these and any other pro- 
ceedings pursuant to specified provisions of the Exchange 
and Investment Advisers Acts, and without admitting or 





denying the allegations in the order for proceedings, respond- 
ents consent to certain findings of misconduct and to the 
imposition of specified sanctions. Upon the recommenda- 
tion of its staff, the Commission determined to accept the 
offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about February 8 to May 3, 
1972, registrant and Johnston willfully violated Sections 
5(a) and 5(c) of the Securities Act in the offer, sale and 
delivery after sale of unregistered common stock of Inter- 
national Scanning Devices, Inc. (“ISD”). 


2. Registrant, willfully aided and abetted by Johnston, 
willfully violated Section 15(c) (1) of the Exchange Act 
and Rule 15c1-4 thereunder in that it effected transactions 
for customers in ISD stock without giving them, at or be- 
fore the completion of each transaction, a written confirma- 
tion correctly disclosing the capacity in which it acted and, 
in agency transactions, the actual commission or other re- 
muneration received or to be received in connection with 
the transaction. 


3. Registrant, willfully aided and abetted by Johnston, 
willfully violated Section 17(a) of the Exchange Act and 
Rules 17a-3 and 17a-4 thereunder in that it failed to make 
accurately, keep current and preserve certain books and 
records. 


The offer of settlement provides that registrant’s broker- 
dealer registration and membership in the NASD may be 
suspended for a period of twenty-one days, and that John- 
ston may be suspended from association with any broker- 
dealer for the same period. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED, that the registration as a 
broker and dealer of Fiduciary Planning, Inc. be, and it 
hereby is, suspended for a period of twenty-one days; that 
Fiduciary Planning, Inc. be, and it hereby is, suspended 
from membership in the National Association of Securi- 
ties Dealers, Inc. for the same period; and that Robert 
Johnston be, and he hereby is, suspended from being asso- 
ciated with any broker or dealer for the same period. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10828/May 28, 1974 


Adoption of Rule 3212-4 Defining Certain Mortgage Secur- 
ities As Exempted Securities for Purposes of Subsections 
(a) and (c)(3) of Section 15; Rescission of Rule 15a-1 
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The Securities and Exchange Commission today announced 
the adoption of Rule 3a12-4 (17 CFR 240.3a12-4) and re- 
scission of Rule 15a-1 (17 CFR 240.15a-1) under the Secur- 
ities Exchange Act of 1934 (the ““Act”’). The rule was ori- 
ginally released for public comment on December 13, 

1973 1/ and has been revised in line with some of the com- 
ments received. The principal effect of the new rule will be 
to exempt broker-dealers dealing solely in mortgage securi- 
ties (as defined) under specified conditions and other ex- 
empted securities from the operation of subsections (a) and 
(c)(3) of Section 15 of the Act which provide, respectively, 
for registration of broker-dealers and for regulation of their 
financial responsibility by the Commission. Rule 15a-1 
currently provides only for an exemption from the operation 
of the registration requirement. 


Background of Proposed Rule 


The Federal Home Loan Mortgage Corporation 2/ (““FHL- 
MC”) has determined to implement its Congressional man- 
date 3/ to create a liquid secondary market in residential 
mortgages by establishing a pilot project for an automated 
trading information system that would list offerings to buy 
and sell: (1) government guaranteed and non-guaranteed 
aggregated and individual whole loan mortgages; (2) partici- 
pation interests (as defined) in such mortgages; (3) commit- 
ments for such mortgages; 4/ FHLMC guaranteed participa- 
tion certificates; and (5) Government National Mortgage 
Association pass-through securities 5/. FHLMC will super- 
vise, Monitor and coordinate with the Commission on the 
regulation of the system. 


In view of the Congressionally determined public need for 
more capital to be made available for real estate mortgages, 
the Commission has been working with FHLMC in clarify- 
ing the applicability of the Federal securities laws to the 
establishment and operation of the pilot system. 6/ The 
Commission’s action today is related directly to this joint 
effort. 


There has been some question as to whether broker-dealers 
who were exempt from registration because they dealt sole- 
ly in whole loan mortgages, as provided in Rule 15a-1, were 
still required to comply with other provisions of the Act ap- 
plicable to brokers and dealers, particularly the various fi- 
nancial responsibility rules under Section 15(c)(3). In view 
of the special nature of the mortgage market and the partici- 
pants in that market, the Commission has not sought to es- 
tablish a unique regulatory structure governing the finan- 
cial responsibility of such firms. The Commission believes 
it appropriate to exempt all brokers and dealers who deal 
solely in mortgage securities, where the entire evidence of 
indebtedness is transferred and the unpaid principal amount 
of the individual loan or aggregate loans involved in the 
transaction is at least $50,000, from the operation of Sec- 
tion 15(c)(3) of the Act. In this regard, it should be noted 
that FHLMC has devised certain financial standards that 
must be maintained by the participants in its proposed 
automated system. Since there are mortgage brokers and 
dealers who may not participate in FHLMC’s automated 
system and therefore may not be subject to financial respon- 
sibility oversight of FHLMC, the Commission believes that 
where a broker-dealer sells exempted mortgage securities 
there should be a minimum cash requirement applicable to 
each separate sale of a mortgage security. Thus, in order to 
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maintain the status quo with respect to the sophistication of 
the participants in the mortgage market, the exemption 
under the rule is available in the case of a sale of the mort- 
gage security by a broker-dealer, if at the time of such sale 
such mortgage security is not in default and has an unpaid 
principal amount of at least $50,000. The words “‘is not in 
default” have been added to the rule to make clear that a 
mortgage in default would not be an exempted security. 


At the same time, the Commission rescinds Rule 15a-1, 

which had provided only for an exemption from the opera: 
tion of the registration requirement for broker-dealers who 
deal in whole loan mortgages under certain conditions, and 
places the substance of its provisions within Rule 3a12-4.7/ 


Rule 3a12-4 as originally proposed would have included 
only whole loan mortgages. In view of the comments re- 
ceived the rule has been revised to add certain mortgage 
participation interests and advance commitments to the. 
exempted category. Trading in participation interests that 
represent one of two undivided interests in a whole loan or 
an aggregated whole loan (of which one interest is retained 
by the originator) presently amounts to over $10 billion 
annually. Trading in commitments, which are contracts to 
purchase mortgages or participation interest in the future 
(generally within 2 years), comprises approximately one- 
half of the mortgage sales in the existing secondary mort- 
gage market and are issued for the purpose of shifting the 
long-term market risks such as interest rate fluctuations. 


It should be noted that Rule 3a12-4 does not exempt tran- 
sactions in qualified mortgage securities from other provi- 

sions of the Act (i.e., other than subsections (a) and (c)(3) 
of Section 15) and implementing Commission rules under 

those provisions. For example, these transactions are not 

exempt from the margin and antifraud provisions. 


It should also be noted that the exemptions afforded by 
the rule may be inapplicable if the mortgage security is 
sold as part of an “investment contract.” For example, the 
following is a list of accompanying services retained (i.e., 
not transferred with the mortgage) and other attributes 
afforded by the seller or someone other than the buyer 
that the Commission has previously indacted 8/ may re- 
sult in a mortgage constituting a part of an investment 
contract. 


1. Complete investigation and placing service. 
2. Servicing collection, payments, foreclosures, etc. 


3. Implied or express guarantee against loss at any time or 
providing a market for the underlying security. 


4. Making advances of funds to protect the security of the 
investment. 


5. Acceptance of small uniform or continuous investments. 
6. Implied or actual guarantee of specified yield or return. 
7. Continual reinvestment of funds. 


8. Payment of interest prior to actual purchase of the 
mortgage or trust note. 































he 


or 


he 


9. Providing for fractional interests in mortgages or deeds 
of trust (other than as provided for by the rule). 























10. Circumstances which necessitate complete reliance 
upon the seller. 


11. Seller’s selection of the mortgage or deed of trust for 
the investor. 


The Commission notes, however, that it does not generally 
consider the retention of attribute no. 2 alone sufficient to 
change a mortgage transaction into one involving an invest- 
ment contract. 


Statutory Basis 


Because the above described revisions in Rule 3a12-4 (17 
CFR 240.3a12-4) are technical in nature or relax certain of 
the requirements of the Securities Exchange Act of 1934 
the Securities and Exchange Commission finds that, for 
good cause, the notice and procedures specified in the Ad- 
ministrative Procedure Act, 5 U.S.C. 553 are unnecessary. 
Accordingly the Securities and Exchange Commission, act- 
ing pursuant to the provisions of the Securities Exchange 
Act of 1934, and particularly Sections 3(a)(12), 15(a)(2), 
15(c)(3) and 23(a) thereof, and deeming it necessary and 
appropriate in the public interests and for the protection 
of investors hereby rescinds Rule 15a-1 in its entirety and 
adopts Rule 3a12-4 effective July 1, 1974. 


TEXT OF RULE 


Rule 3a12-4 
Exemptions from Sections 15(a) and 15(c)(3) for Certain 
Mortgage Securities 


(a) When used in this Rule the following terms shall have 
the meetings indicated: 


(1) The term “whole loan mortgage” means an evidence of 
indebtedness secured by mortgage, deed of trust, or other 
lien upon real estate or upon leasehold interests therein 
where the entire mortgage, deed or other lien is transferred 
with the entire evidence of indebtedness. 


(2) The term “aggregated whole loan mortgage” means 


two or more whole loan mortgages that are grouped togeth- 


er and sold to one person in one transaction. 


(3) The term “participation interest’” means an undivided 
interest representing one of only two such interests in a 
whole loan mortgage or in an aggregated whole loan mort- 
gage, provided that the other interest is retained by the 
originator of such participation interest. 


(4) The term “commitment” means a contract to purchase 
a whole loan mortgage, an aggregated whole loan mortgage 
or a participation interest which by its terms requires that 
the contract be fully executed within 2 years. 


(5) The term “mortgage security” means a whole loan 
Mortgage, an aggregated whole loan mortgage, a participa- 
tion interest, or a commitment. 


(b) A mortgage security shall be deemed an “exempted 


security” for purposes of subsections (a) and (c)(3) of 
Section 15 of the Act provided that, in the case of and at 
the time of any sale of the mortgage security by a broker or 
dealer, such mortgage security is not in default and has an 
unpaid principal amount of at least $50,000. 


(Secs. 3(a)(12), 15(a)(2), 15(c)(3), 23(a); 48 Stat. 882, 
895, 901; as amended 49 Stat. 1379, 52 Stat. 1075, 78 
Stat. 565, 84 Stat. 1653; 15 U.S.C. 78(c), 780 (a), 780 (c)- 
(3), 78w(a).) 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 10551. (38 F.R. 
34898 December 20, 1973). 


2/ FHLMC was established by Title 11 of the Emergency 
Home Finance Act of 1970, cited as the “Federal Home 
Loan Mortgage Corporation Act,” codified as 12 U.S.C. 
Sections 1451-1459. FHLMC'’s capital stock consists sole- 
ly of non-voting common stock held by the twelve Federal 
Home Loan Banks and its Board of Directors is composed 
of the three members of the Federal Home Loan Bank 
Board. It is an integral part of the Federal Home Loan 
Bank System. 


3/ The Emergency Home Finance Act of 1970 was enacted 
following a determination by Congress that the nation 
needed more capital in residential mortgages and that this 
could be best accomplished by the establishment of a liq- 
uid market for such securities. FHLMC was established by 
this Act with the power “to make and enforce such by- 
laws, rules and regulations as may be necessary or appropri- 
ate to carry out the purposes or provisions of this title.” 
12 U.S.C. $1452(b) (3). 


4/ Non-guaranteed whole loan mortgages, particpation in- 
terests and commitments must be registered under the 
Securities Act of 1933 unless they are exempt from such 
registration. FHLMC has received a “‘no-action” letter 
from the Division of Corporation Finance with respect to 
such listings on its system under certain conditions. Letter 
to Thomas R. Bomar, Chairman of FHLMC from Neal S. 
McCoy Associate Director, Division of Corporation Finance 
dated May 22, 1974. 


5/ The Government National Mortgage Association, pursu- 
ant to Section 306(g) of the Federal National Mortgage 
Association Charter Act, as amended (12 U.S.C. (Supp. IV) 
1721 (g), issues securities (referred to as “pass-through” 
securities) which are guaranteed as to timely payment of 
principal and interest with the full faith and credit of the 
United States. These securities are collateralized by pools 
of Federal Housing Administration (FHA) and/or Veteran's 
Administration (VA) guaranteed mortgages. 


6/ See Securities Exchange Act Release No. 9865 (Novem- 
ber 17, 1972), relating to the adoption of Rule 3a12-1. 


7/ A question has been raised as to whether whole loan 
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mortgages can be aggregated and sold without losing their 
exempt status under Rule 15a-1. The exemption afforded 
by Rule 3a12-4 is not lost by such aggregation. 


8/ See Securities Exchange Act Release No. 5633 (January 
31, 1958) (interpretation of Rule 15a-1 noting these elevan 
attributes). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10829/May 28, 1974 


Admin. Proc. File No. 3-4151 
In the Matter of 


GLENDOL GRIMES 
1575 Eastlawn 
Memphis, Tennessee 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Glendol Grimes, who was a vice president and 
a director of a registered broker-dealer, has submitted an 
offer of settlement. Solely for the purpose of this proceed- 
ing, and without admitting or denying the allegations of the 
order for proceedings, Grimes consents to findings of mis- 
conduct as alleged in that order and to the entry of an or- 
der suspending him from association with any broker or 
dealer for a period of six months from the date of this 
order. Thereafter he may be barred from such association 
except as a supervised employee in a non-supervisory capa- 
city upon a showing to the Commission that he will be ade- 
quately supervised. 


Upon the recommendation of its staff, the Commission de- 
termined to accept Grimes’s settlement offer. On the basis 
of the order for proceedings and theoffer, it is found that 
during the period from about June 14 to August 28, 1972, 
Grimes willfully aided and abetted violations of Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
transactions in the common stock of CoSeCo, Inc. Grimes 
failed to (a) exercise due diligence in investigating the ade- 
quacy and accuracy of statements made in the CoSeCo pro- 
spectus regarding the nature of the underwriting, and (b) 
disclose to investors and prospective investors that the 
broker-dealer with which he was then associated lacked the 
financial ability to engage in a firm commitment under- 
writing as represented in the prospectus, and was granted 
an unlimited extension to fulfill its financial obligations to 
CoSeCo. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction consented to in the offer of settlement. 


Accordingly, 1T iS ORDERED that, effective forthwith, 
Glendol Grimes be, and he hereby is, suspended from being 
associated with any broker or dealer for a period of six 
months and thereafter barred from being so associated ex- 
cept as a supervised employee in a non-supervisory capacity 
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upon a showing to the Commission that he will be ade- 
quately supervised. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10830/May 24, 1974 


The Securities and Exchange Commission announced a sus- 
pension of trading pursuant to Section 15(c)(5) of the Se- 
curities Exchange Act of 1934 in all the securities of Frank- 
lin New York Corporation and all the securities of Franklin 
National Bank for a ten-day period May 25, 1974 through 
June 3, 1974. 


The Commission initiated the suspension of trading of the 
common and preferred stock of Franklin New York Cor- 
poration and the preferred stock of the Franklin National 
Bank on May 13, 1974; and on May 16, 1974, the Commis- 
sion initiated the suspension of trading in the 7.30 percent 
notes of Franklin New York Corporation and 4.75 percent 
debentures of Franklin National Bank. The suspensions of 
trading were initiated in order to permit the adequate dis- 
semination and review of releases issued by the Federal Re- 
serve Board and the Franklin New York Corporation and at 
the request of Franklin New York Corp. 


The Commission previously announced that the trading 
suspensions would terminate at midnight May 24, 1974. 
Upon the request of Franklin New York Corporation and 
the Franklin National Bank and to allow adequate time for 
the dissemination of adequate information concerning the 
companies, the Commission announced the suspension of 
trading in the securities of both companies for the period 
May 25, 1974 through June 3, 1974. 


(See Exchange Act Release Nos. 10794, 10803, and 10811 
for additional information.) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10831/May 29, 1974 


Admin. Proc. File No. 3-4376 

In the Matter of 

TENNESSEE SECURITIES, INC. 
Third National Bank Building 
Nashville, Tennessee 


(8-8438) 


CHARLES ROY GAW 
LLOYD EDWARD GAW 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 

















is- 
it 
it 
of 
te- 
at 


for 
e 
f 


11 


\NC- 











Exchange Act, Tennessee Securities, Inc. (“registrant’’), a 
registered broker-dealer, Charles Roy Gaw, president, and 
Lloyd Edward Gaw, vice-president, have submitted an offer 
of settlement. Solely for the purpose of these and any other 
proceedings under specified provisions of the Exchange, Se- 
curities Investor Protection, Investment Advisers and Invest- 
ment Company Acts, and without admitting or denying the 
allegations in the order for proceedings, respondents con- 
sent to findings of misconduct as alleged in that order and 
to the imposition of specified sanctions. 


On its staff’s recommendation, the Commission determined 
to accept the offer. On the basis of the offer of settlement 
and the order for proceedings, it is found that, during stated 
periods between October 1, 1969 and October 18, 1973, re- 
spondents willfully violated: 1/ 


1. Section 5(a)(1) of the Securities Act in that registrant 
sold common stock of Southeastern Inns Corporation when 
no registration statement was in effect as to such securities. 


2. Sections 5(a) and 5(c) of the Securities Act in that regis- 
trant offered, sold, and delivered common stock of Scottish 
Inns of America when no registration statement was filed 
or in effect as to such securities. 


3. Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder, in connec- 
tion with the purchase and sale of the securities of Economy 
Inns Corporation and of Imperial Land Corporation in that 
registrant charged excessive markups and permitted and ar- 
ranged for artificial bid and asked quotations without dis- 
closing such facts to customers. 


It is further found that, during stated periods between De- 
cember 1, 1969 and July 7, 1972, registrant, willfully aided 
and abetted by the individual respondents willfully violated: 


1. Section 7(c)(1) of the Exchange Act and Regulation T 
promulgated thereunder by the Board of Governors of the 
Federal Reserve System in that registrant improperly ex- 
tended, maintained, and arranged for credit to or for cus- 
tomers. 


2. Section 11(d)(1) of the Exchange Act in that registrant 
effected transactions in which it extended credit to cus- 

tomers on securities which were part of a new issue within 
30 days of participating in a distribution of such securities. 


3. Sections 8(c) and 15(c)(2) of the Exchange Act and 

Rules 8c-1(a) and 15c2-1 thereunder in that registrant hypo- 
thecated customers’ securities under circumstances in 

which they were: 


(a) commingled with the securities of other customers 
without the written consent of each customer involved; and 


(b) commingled with securities of those other than cus- 
tomers under a lien securing a loan to registrant. 


4. Section 17(a) of the Exchange Act and Rule 17a-3 and 
17a-4 thereunder in that registrant failed to make accur- 
ately, keep current and preserve certain of its books and 
records. 





5. Section 17(a) of the Exchange Act and Rule 17a-5 
thereunder in that registrant filed with the Commission a 
materially misleading report of its financial condition 
which failed to disclose registrant’s loan of $195,000 to 
another corporation. 


The offer of settlement provides that the broker-dealer re- 
gistration of Tennessee Securities, Inc. may be suspended 
for a period of thirty-five days, and that Charles Roy Gaw 
and Lloyd Edward Gaw may each be suspended from asso- 
ciation with any broker-dealer for a period of six months. 
In connection with its offer of settlement, registrant has 
agreed to contribute $10,000 to a donee under a plan to 
be approved by the Commission’s staff. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED tha the broker-dealer regis- 
tration of Tennessee Securities, Inc. be, and it hereby is, 
suspended for a period of thirty-five days, and that Charles 
Roy Gaw and Lloyd Edward Gaw be, and they hereby are, 
suspended from association with any broker-dealer for a 
period of six months. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are binding only on the above cap- 
tioned respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10832/May 29, 1974 


See Investment Company Act Release No. 8362/May 29, 
1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10833/May 30, 1974 


Admin. Proc. File No. 3-4424 

In the Matter of 

THE ELBA FUND 

One Pondfield Road 

Bronxville, New York 

ORDER DISMISSING PROCEEDINGS 

Information presented to the Commission by its staff indi- 
cates that The Elba Fund, a respondent in these proceed- 


ings, did not engage in the activities alleged in the order for 
proceedings. 


Hence the Commission determined that it was appropriate 
in the public interest to dismiss these proceedings with re- 
spect to The Elba Fund. 
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Accordingly, IT IS ORDERED that these proceedings with 
respect to The Elba Fund be, and they hereby are, dis- 
missed. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10834/May 30, 1974 


Admin. Proc. File No. 3-4424 
In the Matter of 


FINANCIAL INVESTMENTS CORPORATION 
266 South Front Street 
Memphis, Tennessee 


EDWARD STEWARD 


JACK R. COOPER d/b/a 
CARTER INDUSTRIES 
460 Park Avenue 

New York, New York 


KINGSWOOD GROWTH FUND 
HARVEST GROWTH FUND 
198 Broadway 

New York, New York 


RUDOLPH S. MAURIZI 


THE MALTA FUND 
One Pondfield Road 
Bronxville, New York 


JOHN Mi. TOAL 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, the above-named respondents have submitted 
offers of settlement. Solely for the purpose of these pro- 
ceedings and any other proceedings under Sections 15(b) 
and 15A of the Exchange Act, and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to findings of misconduct and to the 
imposition of sanctions. On its staff’s recommendation, 
the Commission determined to accept the offers of settle- 
ment. 


On the basis of the order for proceedings and the settlement 
offers, it is found that from January through July 1972: 1/ 


t. FIC, Stewart, Cooper, Kingswood, Harvest, Maurizi, 
Malta and Toal gave indications of interest to various under- 
writers for the purchase of five stocks covered by registra- 
tion statements under the Securities Act. 2/ Those indica- 
tions were given after the statements had been filed but be- 


354/SEC DOCKET 





fore they became effective. Thereafter respondents sold 
outstanding shares of the same classes short. Such short 
sales caused the market prices of those stocks to fall and 
hence depressed the prices at which the shares covered by 
the registration statements were sold to the public. Re- 
spondents did not disclose that their sales were short sales 
which they intended to cover with the registered securities 
acquired from underwriters. 


By reason of the foregoing, FIC, Stewart, Cooper, Kings- 
wood, Harvest, Maurizi, Malta and Toal willfully violated 
Section 17(a) of the Securities Act, Section 10(b) of the 
Exchange Act, and Rule 10b-5 under the latter Section. 


ll. FIC and Stewart also engaged in transactions of the 
sort described in section | on national securities exchanges 
in four stocks listed thereon. 3/ The series of short sales 
incident to these transactions created actual and apparent 
trading in and depressed the prices of such stocks for the” 
purpose of inducing others to sell them.and for the purpose 
of causing or contributing to price declines. This was done 
so that FIC could cover its short sales of these issues with 
its purchases of registered shares at depressed prices. In 
addition, FIC and Stewart caused FIC’s orders to sell these 
stocks (which it did not own, was then in no position to 
deliver, and which were not carried in the accounts for 
which such sales were made) to be marked and executed 
as “long” sales on national securities exchanges. 


By reason of the foregoing, FIC and Stewart willfully vio- 
lated Section 17(a} of the Securities Act and Sections 9(a) 
(2), 10(a) and 10(b) of the Exchange Act and Rules 10a-1 
and 10b-5 thereunder. 


Ill. In the aforementioned transactions, all of the respond- 
ents obtained credit for and caused credit to be obtained 
from broker-dealers in willful violation of Sections 7(c)(1) 
and 7(f)(1) of the Exchange Act and Regulations T and X 
promuigated thereunder by the Board of Governors of the 
Federal Reserve System. 


The offers of settlement provide that all of the respondents 
except FIC may be barred from association with any brok- 
er-dealer, investment adviser or investment company, pro- 
vided that after one year Stewart and Cooper, after nine 
months Kingswood, Harvest and Maurizi, and after six 
months Malta and Toal, may apply to the Commission to 
become so associated. FIC’s offer provides that it may be 
suspended for six months from association with any brok- 
er-dealer, investment adviser or investment company. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that Edward Stewart, Jack 
R. Cooper, Kingswood Growth Fund, Harvest Growth 
Fund, Rudolph S. Maurizi, The Malta Fund and John M. 
Toal be, and they hereby are, barred from association with 
any broker, dealer, investment adviser or investment com- 
pany, provided that after one year Edward Stewart and 
Jack R. Cooper, after nine months Kingswood Growth 
Fund, Harvest Growth Fund and Rudolph S. Maurizi, and 
after six months The Malta Fund and John M. Toal may 
apply to the Commission to become so associated; and it 
is further 
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ORDERED that Financial Investments Corporation be, and 
it hereby is, suspended from being associated with any 
broker, dealer, investment adviser or investment company 
for six months, with such suspension to become effective 
forthwith. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein relate only to the following respond- 
ents: Financial Investments Corporation (“FIC”) and its 
manager, Edward Stewart; Jack R. Cooper, who trades 
securities on his own behalf in his name and other names, 
including “Carter Industries’; Kingswood Growth Fund 
(“Kingswood”) and Harvest Growth Fund (‘Harvest’) and 
their general partner, Rudolph S. Maurizi; and The Malta 
Fund (“Malta”) and its managing partner, John M. Toal. 
These findings are not binding upon any other respondent 
named in these proceedings. 


2/ The securities in question were the common stocks of 
Adobe Corporation, Fidelity Financial Corporation, Forest 
Oil Corporation, Storage Technology Corporation and Tuft- 
co Corporation. 


3/ The four issues were the common stocks of: Johnson 
Products Company, Inc., Sambo’s Restaurants, Inc., S. S. 
Kresge Company and Fleetwood Enterprises, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10835/May 31, 1974 
INVESTMENT ADVISERS ACT OF 1940 
Release No. 416/May 31, 1974 


Admin. Proc. File No. 3-4310 
In the Matter of 


REYNOLDS & CO. 

REYNOLDS SECURITIES INC. 
120 Broadway 

New York, New York 


HALLGARTEN & CO. 
44 Wall Street 
New York, New York 


WILLIAM D. WITTER, INC. 
1 Battery Park Plaza 
New York, New York 


FINDINGS AND ORDER OF CENSURE 


In these proceedings under the Securities Exchange and In- 
vestment Advisers Acts, settlement offers have been sub- 
mitted by Reynolds Securities Inc., a registered broker- 
dealer, its predecessor, Reynolds & Co. (“R. Co.”), 1/Hall- 
garten & Co., a registered broker-dealer and investment ad- 
viser, and William D. Witter, Inc., a registered broker-dealer. 





Solely for purposes of settlement, and withou: admitting 
or denying the allegations in the order for proceedings, re- 
spondents consent to certain findings of violations as 
alleged in that order and to the entry of an order censuring 
them. Upon the recommendation of its staff, the Commis- 
sion determined to accept the offers. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that, on October 6, 1970, R. Co., 
Reynolds Securities Inc. solely by virtue of being R. Co.'s 
successor in interest, Hallgarten and Witter willfully vio- 
lated Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. R. Co., Hallgarten and Witter received, direct- 
ly and indirectly from the management of Faberge, Inc., 
material adverse nonpublic information concerning Faberge’s 
sales and earnings for its third quarter ended September 30, 
1970. R. Co. and Witter transmitted the information to 
certain persons who recommended and ordered the sale of, 
and sold Faberge stock. Witter also sold the stock on be- 
half of a discretionary account. Hallgarten transmitted the 
information to certain persons, recommended the sale of 
Faberge stock, and thereafter sold the stock on behalf of 
its clients. All of these actions were taken prior to public 
disclosure of the information, and the information was not 
disclosed to purchasers. 2/ 


In determining to accept the offers of settlement, the Com- 
mission considered the representations of Reynolds Securi- 
ties Inc. and Witter that they will maintain effective pro- 
cedures to protect against improper action being taken on 
the basis of material non-public corporate information. 3/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, IT IS ORDERED that Reynolds & Co., Rey- 
nolds Securities Inc., Hallgarten & Co. and William D. Wit- 
ter, Inc. be, and they hereby are, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Reynolds Securities Inc. succeeded to R. Co.’s business 
on September 1, 1971. R. Co. withdrew its broker-dealer 
registration effective February 15, 1972. 


2/ These findings are not binding upon any other respond- 
ent named in the order for proceedings. 


3 After submitting its offer of settlement, Hallgarten 
merged with the broker-dealer firm of Moseley, Estabrook, 
Inc. to form Moseley, Halligarten & Estabrook, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Retease No. 10836/May 31, 1974 


The Securities and Exchange Commission has issued a no- 
tice giving interested persons until June 24, 1974 to request 
a hearing on an application by Campeau Corporation 
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(“Campeau”), a Canadian corporation, that Campeau be 
granted a conditional exemption from certain provisions 
of the Act requiring the filing of specified reports, compli- 
ance with the proxy rules, and the filing of ownership re- 
ports. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18424/May 24, 1974 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Ave., S. W. 
Canton, Ohio 44701 
(70-5350) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING ISSUE AND SALE OF NOTES TO BANKS AND 
COMMERCIAL PAPER DEALERS 


NOTICE iS HEREBY GIVEN that Ohio Power Company 
(“Ohio”), an electric utility subsidiary company of Ameri- 
can Electric Power Company, !Inc., a registered holding 
company, has filed a third post-effective amendment to its 
application in this proceeding pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (“‘Act’’) 
regarding the following proposed transactions. All inter- 
ested persons are referred to the application, as now 
amended, for a complete statement of the proposed tran- 
sactions. 


By orders dated June 29, 1973, September 18, 1973, and 
April 8, 1974 (Holding Company Act Release Nos. 18018, 
18100, and 18367) the Commission granted Ohio’s applica- 
tion requesting that until December 31, 1974, the exemp- 
tion from the provisions of Section 6(a) of the Act afforded 
to it by the first sentence of Section 6(b) of the Act, re- 
lating to the issue of short-term notes, be increased to the 
extent necessary to cover the issuance and sale of notes to 
banks and to dealers in commercial paper in an aggregate 
amount not to exceed $215,000,000 outstanding at any 
one time, including short-term notes presently outstanding. 
The notes are to be issued from time to time prior to De- 
cember 31, 1974, as funds are required, provided that none 
of the notes will mature later than June 30, 1975. 


Ohio now proposes to issue and sell demand notes to the 
trust departments of The Fidelity Bank, Philadelphia, Penn- 
sylvania, and the Harter Bank and Trust Company, Canton, 


Ohio in the maximum amounts of $20,000,000 and $5,000,- 


000, respectively, subject to the previously authorized ag- 
gregate limit on short-term notes outstanding. It is stated 
that each of the bank trust departments has a flow of funds, 
as fiduciary for various accounts, which would be available 
for investment in such demand notes. These demand notes 
will be in the form of promissory notes in denominations 

of not less than $1,000 bearing an interest rate equivalent 
to the highest rate paid daily by General Motors Acceptance 
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Corporation on its commercial paper with a maturity of 
less than 180 days. Notes issued from January 1 to June 
30 will mature July 1 of the same year and those issued 
from July 1 to December 31 will mature on January 1 of 
the following year. The bank trust departments will have 
the right to demand payment at any time and Ohio will 
have the right to repay, without penalty, all or any part of 
the principal amount of such demand notes outstanding. 


On May 7, 1974, the highest rate paid by General Motors 
Acceptance Corporation on its commercial paper with a 
maturity of less than 180 days was 10%. This rate was 
approximately 1%% less than the rate at which Ohio was 
then able to issue commercial paper of comparable maturi- 
ties and more than 2%2% below the effective rate for bank 
borrowings based on the current prime rate of 11% and 
compensating balances of 15% to 20%. Based on past ex- 
perience, the rate on these demand notes will consistently 
be lower than the comparable rates for commercial paper 
and bank borrowings including the effect of compensating 
balances. 


Ohio proposes that certificates of notification under Rule 
24 with respect to the issuance of Ohio’s demand notes 
shall be filed quarterly as is presently done with respect to 
the issuance of Ohio’s commercial paper. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 18, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendment to the ap- 
plication which he desires to controvert; or he may request 
that he be notified if the Commission should order a hear- 
ing thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application, as now amended or as it 
may be further amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
son who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18425/May 28, 1974 


In the Matter of 


NEW ENGLAND POWER COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5506) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and New 
England Power Company (“"NEPCO”), one of the NEES 
electric utility subsidiary companies, have filed an applica- 
tion-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(b), 9(a), 10, and 12 of the Act and 
Rule 42 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


NEPCO proposes to issue and sell to NEES, its sole com- 
mon stockholder, 750,000 additional shares of common 
stock, $20 par value per share, and NEES proposes to ac- 
quire such shares for cash at $40 per share, or a total con- 
sideration of $3,000,000. Upon such issuance and sale, 
NEPCO will have outstanding 5,824,896 shares of common 
stock of an aggregate par value of $116,497,920. 


As of May 7, 1974, NEPCO had outstanding $108,000,000 
of short-term notes. The proceeds from the issuance and 
sale of the additional common stock will be applied to the 
payment of then outstanding short-term notes payable 
evidencing borrowings made for capitalizable construction 
expenditures or to reimburse the treasury therefor. 


Expenses in connection with the proposed issuance and 
sale of common stock are estimated at $4,900 for NEPCO 
and $200 for NEES. It is stated that the proposed issuance 
and sale of the common stock require authorization by the 
Massachusetts Department of Public Utilities, The New 
Hampshire Public Utilities Commission and the Vermont 
Public Service Board and that no other state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested persons 
may, not later than June 25, 1974, request in writing that 
a hearing be held in respect of such matter, stating the 
nature of his interest, the reasons for such request, and the 
issues of fact or law raised by said application-declaration 
which he desires to controvert; or he may request that he 
be notified should the Commission order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
Acopy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney, at law, by 


certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive any no- 
tices and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18426/May 29, 1974 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 
(70-5494) 


ORDER AUTHORIZING PROPOSAL TO ISSUE AND 
SELL FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Alabama Power Company (“Alabama”), an electric utility 
subsidiary company of The Southern Company, a regis- 
tered holding company, has filed an application, and an 
amendment thereto, with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (“Act’’) and Rule 50 promulgated thereunder re- 
garding the following proposed transaction. 


Alabama proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up to 
$100,000,000 principal amount of its First Mortgage 
Bonds, % Series, having a term of not less than 5 
years and not more than 30 years. Alabama will decide on 
the terms of the bonds prior to the filing of the registration 
statement. The interest rate and the price, exclusive of 
accrued interest, to be paid to Alabama (which shall be 
not less than 99% nor more than 102-3/4% of the princi- 
pal amount thereof) will be determined by the competitive 
bidding. The bonds will be issued under an Indenture, 
dated as of January 1, 1942, between Alabama and Chemi- 
cal Bank, as Trustee, as heretofore supplemented and as to 
be further supplemented by a Supplemental Indenture to 
be dated as of June 1, 1974, which includes a prohibition 
until June 1, 1979 against refunding the bonds with the 
proceeds of funds borrowed at a lower effective interest 
cost. 


Alabama proposes to use the proceeds from the sale of the 
bonds together with: (1) cash contributions to capital of 
$115,000,000 by The Southern Company ($28,500,000 
of which had been received during the first quarter of 
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1974) heretofore authorized by the Commission (Holding 
Company Act Release Nos. 17945 and 18340); (2) pro- 
ceeds from the sale of pollution control revenue bonds to 
be advanced by the Town of Wilsonville, Alabama, under 
arrangements heretofore authorized by the Commission 
(Holding Company Act Release No. 18269); (3) proceeds 
from the sale of 350,000 shares of preferred stock (par 
value $35,000,000), which Alabama sold on April 18, 1974; 
and (4) cash on hand in excess of operating requirements, 
interest and dividends, to finance its 1974 construction 
program (estimated at $466,900,000), to pay short-term 
promissory notes payable in the form of bank notes and 
commercial paper notes incurred for such purpose, and for 
other lawful purposes. It is stated that Alabama also pre- 
sently plans to issue $80,000,000 principal amount of its 
first mortgage bonds to provide funds for its construction 
program, and that these securities will be the subject of a 
subsequent filing. Alabama estimates that no additional 
financing will be required for construction purposes during 
1974, except for the issuance and sale of short-term bank 
notes and commercial paper notes authorized by the Com- 
mission (Holding Company Act Release No. 18340). It 

is estimated no notes payable will be outstanding at Decem- 
ber 31, 1974. 


The fees and expenses incurred or to be incurred in con- 
nection with the proposed transaction will aggregate $293,- 
600, which includes $20,000 in legal fees and a $150,000 
Alabama mortgage privilege tax, but does not include legal 
fees of $13,000 which are to be paid by the underwriters. 


It is stated that the Alabama Public Service Commission 
has approved the proposed issuance and sale of the bonds 
by Alabama. No other State commission and no Federal 
Commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18402), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 

is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Comimission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18427/May 29, 1974 
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In the Matter of 





THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 

Wilmington, Delaware 19807 
(70-5509) 







NOTICE OF PROPOSED ISSUE AND SALE OF PRE- 
FERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding company, 
has filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6 and 7 of the Act and 
Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons are 
referred to the application-declaration, which is summa- 
rized below, for a complete statement of the proposed 
transaction. 


All external financing for the Columbia System is done at 
the parent company level, i.e., through the issue and sale 

of securities of Columbia. In anticipation of the sale of an 
initial series of preferred stock Columbia, on April 18, 1974, 
amended its Certificate of Incorporation (see HCAR No. 
18304, March 15, 1974) so as to restate its preferred stock 
protective provisions in substantial conformity with the 
Statement of Policy with respect to preferred stock pro- 
mulgated by the Commission in 1956 and 1970 (HCAR 
Nos. 13106 and 16758). Columbia now proposes to issue 
and sell in July 1974, subject to-the competitive bidding 
requirements of Rule 50 under the Act, 1,000,000 shares 
of_____—s- % Cumulative Preferred Stock, Series A, par 
value $50 per share (‘’Stock”’). 








The dividend rate (which shall be a multiple of 0.08%) and 
the price (which shall be not less than $50 nor more than 
$51.375 per share) will be determined by the competitive 
bidding. The terms of the Stock will provide that Colum- 
bia shall have the option to redeem shares of the Stock, 
provided however, that no such optional redemption shall 
be made prior to July 1, 1979, directly or indirectly, with 
borrowed funds having a lower effective interest cost or 
from the issuance of another series of preferred stock hav- 
ing a lower effective dividend cost. Asinking fund will be | 
provided to redeem 50,000 shares of Stock yearly begin- 
ning with the year 1980. 








The following tabulation shows the consolidated capital 
structure of Columbia and its subsidiaries as to March 31, 
1974, actual and pro forma, giving effect to the issuance 
of the Stock, at an assumed price to Columbia of $50 per 
share. 













Actual Pro Forma Bee 
Amount % Amount : = 
($000) ($000) 
Long-term debt: y 
Debentures $1,108,621 51.6 1,108,621 506 
Subordinated 
bank loans 60,000 2.8 60,000 2.7 
Term bank loans 50,000 2.3 50,000 2.3 
Other ___ 8,621 0.4 8,621 04 
Total long-term debt 1,227,242 57.1 1,227,242 56.0 
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Common Stock equity 920,485 429  915,8602/ 41.7 
Preferred Stock equity = = 50,000 2.3 
Total $2.147,727 100.0 2,193,102 100.0 





1/ Includes current maturities. 


2/ After payment of preferred dividends at an assumed rate of 
9%%. 


Columbia proposes to use the proceeds from the sale of the 
Stock together with: (1) proceeds from the sale of $40 
million principal amount of ___% Debentures, Series due 
June 1999 (File No. 70-5486; (2) an additional $85 million 
of long-term financing in late 1974 (in a form to be de- 
termined); and (3) internally generated funds, to finance 
the 1974 capital expenditure program of Columbia’s sub- 
sidiaries (estimated at approximately $340 million). 


Columbia also expects, in 1974, to issue and sell (i) an addi- 


tional $60 million of subordinated notes to banks, pursu- 
ant to the authorization granted in File No. 70-5039 
(HCAR No. 17213, August 2, 1971); and (ii) commercial 
paper and/or notes to banks (“short-term notes”) in an 
aggregate face amount not exceeding $220 million at any 
one time outstanding, pursuant to the authorization sought 
in File No. 70-5481 (HCAR No. 18388, May 10, 1974). 
After applying part of the proceeds from the anticipated 
long-term financing later in 1974, to retirement of short- 
term notes, Columbia expects that the amount thereof out- 
standing at December 31, 1974 will consist of $20 million 
commercial paper and $115 million of gas inventory bank 
loans. Said inventory bank loans are expected to be repaid 
early in 1975 as gas is withdrawn from inventory and sold. 


A statement of the fees and expenses to be incurred in con- 
nection with the proposed transaction will be filed by 
amendment. It is stated that no State or Federal commis- 
sion, other than this Commission, has jurisdiction over the 
transaction proposed herein. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 25, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Ru!e 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18428/May 30, 1974 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
and 

ITS SUBSIDIARY COMPANIES 

New York, New York 

(70-5293) 


ORDER AUTHORIZING POST-EFFECTIVE AMEND- 
MENT REQUESTING EXCEPTION FROM CONSOLI- 
DATED TAX ALLOCATION PROVISIONS OF RULE 
45(b)(6), PREVIOUSLY GRANTED FOR YEARS 1972 
AND 1973, TO BE EXTENDED TO YEARS 1974 AND 
1975 


Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and its subsidiary companies 
have filed a post-effective amendment in this proceeding, 
relating to their joint declaration heretofore filed with this 
Commission pursuant to Sections 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (““Act’’) and 
Rule 45 promulgated thereunder. 


Consolidated and its subsidiary companies join annually in 
filing a consolidated federal income tax return. By order 
dated February 6, 1973 in this proceeding (Holding Com- 
pany Act Release No. 17875), Consolidated, pursuant to 
subparagraph (a) of Rule 45 under the Act, was granted 
authorization for the years 1972 and 1973 to allocate the 
group’s consolidated income tax liabilities in a manner 
differing in certain respects from that which is prescribed 
by subparagraph (b)(6) of Rule 45. In said post-effective 
amendment it stated that the factors which gave rise to 
the authorization previously requested for the tax years 
1972 and 1973 are expected to be operative for the years 
1974 and 1975; and the Commission is requested to ex- 
tend that authorization so as to cover these latter years. 
Both the authorization of February 6, 1973 and the re- 
quested extension thereof involve the operations of two 
of Consolidated’s exploration and development subsidi- 
aries, CNG Development Company Ltd. (“CNG Ltd.”’) 
and CNG Producing Company (“CNG Producing”). 


CNG Ltd., an Alberta (Canada) corporation, and CNG Pro- 
ducing, a Delaware corporation, were organized in 1972 for 
the purpose of engaging in the exploration and development 
of natural gas reserves in Canada, as part of the System’s 
overall program to augment its future gas supplies. (See 
Holding Company Act Release Nos. 17559 and 17813, 
issued May 1, 1972 and December 19, 1972, respectively.) 
In addition to its Canadian operations, CNG Producing 

has also acquired interests in domestic oil and gas acreage 
located in the Gulf of Mexico for the development of 
domestic supplies. (See Holding Company Act Release No. 
18085, September 6, 1973.) 
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The reasons for departing from the tax allocation prescrip- 
tion of Rule 45(b)(6) were set forth in some detail in said 
Order of February 6, 1973. Briefly restated, these are that 
the exploration and development activities of CNG Ltd. and 
CNG Producing require substantial investments of capital; 
that it takes several years before newly discovered gas re- 
serves can be developed, produced, and brought to market; 
that during the lengthy development period the companies 
incur tax losses which are included in the consolidated tax 
returns and result in sizable reductions in the consolidated 
tax liabilities; that under the tax allocation prescription of 
Rule 45(b)(6) these tax savings would flow to other com- 
panies in the consolidated group and would thus be ren- 
dered unavailable to CNG Ltd. and CNG Producing for 
furtherance of their exploration and development activities; 
and that this would result in inequities in the allocation of 
the consolidated taxes. 


For the respective years 1972 and 1973, it is stated that 
the two producing subsidiaries incurred aggregate losses for 
tax purposes of approximately $4,111,000 and $11,751,- 
000, resulting in aggregate tax credits of approximately 
$1,974,000 and $5,640,000 to both companies in those 
respective years under the authorization heretofore granted. 
It is tentatively estimated that the exploration and develop- 
ment activities of CNG Ltd. and CNG Producing in 1974 
and 1975 will result in further aggregate tax-deductible 
losses of $11,852,000 and $11,000,000 in those respective 
years, which, at present tax rates, would result in consoli- 
dated tax reductions of $5,690,000 and $5,280,000, re- 
spectively. 


In light of the foregoing, declarants request that the author- 
ization heretofore granted for the years 1972 and 1973, 

as to the method of allocating the group’s consolidated fed- 
eral income taxes in a manner other than prescribed by Rule 
45(b) (6), be extended to cover the years 1974 and 1975. 
Under the requested authorization, and based on the pre- 
sent estimates, the two producing companies would receive 
cash tax credits in the amounts indicated above. The tax 
allocation procedure to be followed in 1974 and 1975 
would be the same as heretofore authorized for the previous 
two years, to wit: 


1. When the operations of any producing subsidiary com- 
pany, direct or indirect, of Consolidated results in a tax loss, 
then the consolidated federal income tax to be allocated 
among the System companies would be based upon the tax 
that would result had the company incurring the loss been 
excluded from the consolidated federal income tax return. 


2. The funds retained by virtue of the reduction in tax re- 
sulting from inclusion of that tax loss in the consolidated 
federal income tax return would be remitted to the com- 
pany or companies sustaining such tax loss. 


3. In future years, when any such producing company has 
taxable income, it may be entitled to tax credits as a result 
of the net operating loss carryback and carryover provisions 
of Section 172(b) of the 1954 Internal Revenue Code, in 
order to comply with the separate return limitations re- 
quired by Rule 45(b)(6). Any credits remitted under para- 
graph 2 would be applied to reduce any credits in future 
years to which such company may become entitled under 
the separate return limitations of Rule 45(b)(6). 
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4. Subject to paragraph 3, in no event will the tax allocated 
to any subsidiary company of Consolidated exceed the 
amount of tax of such company computed as if such com- 
pany had always filed its tax returns on a separate return 
basis. 


5. For the purposes of the consolidated income tax regula- 
tions, CNG Ltd. is regarded as a domestic corporation. Ac- 
cordingly, CNG Ltd. will be treated as such for purposes of 
the proposed tax allocation under Rule 45. 


No State commission, and no Federal commission other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration, as amended, 
has been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18375), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18429/May 30, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 

(70-5503) 


NOTICE OF PROPOSED AGREEMENT WITH COUNTY 
AUTHORITY FOR CONSTRUCTION OF POLLUTION 
CONTROL EQUIPMENT FINANCED BY SALE OF 
REVENUE BONDS; REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING. 


NOTICE IS HEREBY GIVEN that Appalachian Power 

Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed an application-de- 
claration and an amendment thereto with this Commission 
designating Sections 6(b), 9(a), 10 and 12(d) of the Public 
Utility Holding Company Act of 1935 (“Act’’), and Rules 



























4 


EE 


‘ 
} 
i 
















sion 
slic 
les 








to the proposed transactions. All interested persons are re- 
ferred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Appalachian states that in order to comply with prescribed 
air and water quality control standards of the State of Vir- 
ginia it has been and will be necessary to construct certain 
high efficiency electrostatic precipitators (“’Project’’) for 
particulate emission control and related facilities at its Glen 
Lyn and Clinch River Plants. By resolution of September 
26, 1972, the Industrial Development Authority of Russell 
County, Virginia (““Authority”), authorized a proposal to 
Appalachian to construct the Project at the Glen Lyn and 
Clinch River Plants. 


Appalachian proposes to enter into an agreement of sale 
(“Agreement’’) with the Authority whereby the Authority 
will construct and equip the Project. To finance construc- 
tion, the Authority will issue, pursuant to an indenture 
(“Indenture”) to be entered into between the Authority 
and an indenture trustee (“Trustee”), pollution control re- 
venue bonds (“Revenue Bonds”) in principal amount pre- 
sently estimated not to exceed $45,000,000. The pro- 
ceeds from the sale of the Revenue Bonds will be deposited 
by the Authority with the Trustee and will be applied to 
the payment of the cost of construction (as defined in the 
Agreement) of the Project. 


The Agreement also will provide for the sale of the Project 
to Appalachian at a price payable in semi-annual install- 
ments over a term of years sufficient to pay the principal 
of and interest on the Revenue Bonds as they become due 
and payable. The Agreement further provides that Appa- 
lachian may prepay the purchase price (a) at any time on 
or after 10 years from the date of issuance of the Revenue 
Bonds, in whole or in part at the option of Appalachian, 
such payments to be sufficient to redeem or purchase out- 
standing Revenue Bonds, including applicable premiums, 
and (b) in whole, without premium, at the option of Ap- 
palachian, in certain other specified conditions. 


In order to obtain the benefit of a rating for the Revenue 
Bonds equivalent to a rating enjoyed by the first mortgage 
bonds outstanding under Appalachian’s bond indenture 
(“Mortgage”), Appalachian proposes to issue a series of 
such first mortgage bonds (“Collateral Bonds’’) under the 
Mortgage, pursuant to a supplemental indenture (““Supple- 
mental Indenture”). The Collateral Bonds, to be issued in 
a principal amount (not exceeding $45,000,000) equal to 
the principal amount of the Revenue Bonds, will be de- 
posited with the Trustee as security for Appalachian’s obli- 
gations under the Agreement. The Collateral Bonds will 
have a stated interest rate equal to the interest rate per 
annum to be borne by the Revenue Bonds, will mature on 
the maturity date of such Revenue Bonds, will be non- 
transferable, and interest on the Collateral Bonds will 
accrue at the time and under conditions specified in the 
Supplemental Indenture. 


The Indenture will provide that, upon deposit of funds 
with the Trustee or direction to the Trustee by Appa- 
lachian to apply available funds, or upon delivery of out- 
standing Revenue Bonds sufficient to pay or redeem all or 


44(b)(3) and 50(a)(5) promulgated thereunder as applicable 





any part of the Revenue Bonds, the Trustee will be obli- 
gated to deliver to Appalachian Collateral Bonds in an ag- 
gregate principal amount equal to that amount of Revenue 
Bonds for the payment or redemption of which such funds 
have been deposited or applied or which shall have been so 
delivered. 


The terms of the Revenue Bonds contain sinking fund pro- 
visions, which, in the aggregate, will retire at least twenty- 
five percent of the original issue by its final maturity date. 


In order to comply with the provisions of the Mortgage, it 
will be necessary for Appalachian to sell to the Authority 
such portions of the Project which have been constructed 
and now owned by Appalachian (“Existing Facilities’). 
The Agreement states that Appalachian will receive, out of 
the proceeds of the Revenue Bonds, an amount equal to 
Appalachian’s original cost for the Existing Facilities. The 
Existing Facilities will become a part of the Project which 
Appalachian proposes to purchase as provided in the Agree- 
ment. The proceeds to be received by Appalachian for the 
Existing Facilities will be applied to obtain their release 
from the lien of the Mortgage and, after such release, Ap- 
palachian will convey said Existing Facilities to the Author- 
ity free and clear of the Mortgage Lien. 


It is contemplated that the Revenue Bonds will be sold by 
the Authority pursuant to arrangements with a group of 
underwriters represented by Blyth Eastman Dillon & Co. 
Incorporated. In accordance with the laws of the State of 
Virginia, the interest rate to be borne by the Revenue 
Bonds will be fixed by the board of directors of the Auth- 
ority. While Appalachian will not be a party to the under- 
writing arrangements for the Revenue Bonds, the Agree- 
ment will provide that the terms of the Revenue Bonds 
and their sale by the Authority shall be satisfactory to 
Appalachian. 


Appalachian has been advised that the annual interest rates 
on obligations, interest on which is tax exempt, historical- 
ly have been and can be expected at the time of issue of 
the Revenue Bonds to be 14% to 242% lower than the 
rates on obligations of like tenor and comparable quality, 
interest on which is fully subject to federal income tax. 


The application-declaration states that the fees and expen- 
ses incident to the proposed disposition of the Existing 
Facilities and the acquisition of the Project (as distin- 
guished from and excluding fees and expenses incident to 
the sale of the Revenue Bonds by the Authority payable 
out of the proceeds of such sale) will be supplied by amend- 
ment. It is stated that the issuance of the Collateral Bonds 
is subject to the jurisdiction of the State Corporation Com- 
mission of Virginia and the Public Service Commission of 
Tennessee, and that no other state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Appalachian further requests exception from the competi- 
tive bidding requirements of Rule 50 under the Act in 
respect of the issuance of the Collateral Bonds, stating 

that such requirements are inappropriate under the circum- 
stances described herein, inasmuch as the Collateral Bonds 
are to be issued and pledged solely to secure Appalachian’s 
obligations to the Authority and no public offering of the 
Collateral Bonds is to be made. 





SEC DOCKET/361 





NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 27, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by the filing which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the applicant-declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application- 
declaration, as amended, or as it may be further amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18430/May 31, 1974 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 
(70-5505) 


NOTICE OF PROPOSED SALE OF UTILITY ASSETS 


Notice is hereby given that Metropolitan Edison Company 
(“Met Ed”), an electric utility subsidiary company of 
General Public Utilities Corporation, a registered holding 
company, has filed a declaration with this Commission 
designating Section 12(d) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 44 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the declaration, which 

is summarized below, for a complete statement of the pro- 
posed transactions. 


Met Ed presently provides electricity to the Steelton, Penn- 
sylvania plant of Bethlehem Steel Corporation (‘’Bethle- 
hem”). Bethlehem has notified Met Ed that it wishes to 

be served in the future by Pennsylvania Power & Light 
Company (“PP&L”), a non-associated electric utility com- 
pany. 
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In order that PP&L may take over said service to Bethle- 
hem, it is proposed that Met Ed sell PP&L one 230 KV 
transmission line and appurtenances thereto and lease to 
PP&L portions of two 69 KV transmission lines and appur- 
tenances thereto. These lines are necessary for PP&L to 
provide electric service to Bethlehem’s Steelton plant. It is 
further proposed that Met Ed sell to Bethlehem the 230 
KV Steelton substation (including supervisory equipment 
situated therein) and a section of 69 KV tie line running 
from the Steelton substation to Bethlehem’s substation. 
The consideration to be paid for all such lines and other 
property shall be the properties’ original cost, less deprecia- 
tion, computed at the settlement date of the sale. 


Upon termination of the lease of the portions of the two 
69 KV transmission lines, Met-Ed will transfer to Bethlehem 
those portions of such lines as are located on Bethlehem’s 
property and will transfer to PP&L certain other portions 
of such lines. Met-Ed will dismantle and remove the por- 
tions of such 69 KV lines not so transferred and will con- 
struct a tie-line connecting the remnants of the two trans- 
mission lines retained by Met-Ed. Bethlehem will reim- 
burse Met-Ed for the original cost, less depreciation, com- 
puted at the termination date of the lease, of the portions 
of the two lines which had been so leased, the removal 
cost, less salvage, of the portions of the two lines which 
are to be dismantled, and the cost of construction of the 
new tie-line. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $13,000, including 
legal fees of $10,500. The declaration states that the 
Pennsylvania Public Utility Commission has jurisdiction 
with respect to the proposed sale of property to Bethlehem. 
It is stated that the Federal Power Commission has jurisdic- 
tion over the acquisition by PP&L of the property to be 
purchased from Met-Ed, and that no other state of federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 24, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or lew raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served if located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as filed or as it may be amended, may be permitted 
to become effective pursuant to Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 
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For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 1843/May 31, 1974 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN CONSOLIDATED GAS COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
(70-5508) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO DIVISION OF BANK BY HOLDING COMPANY AND 
RELENDING OF PROCEEDS TO SUBSIDIARY COM- 
PANIES 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (“American Natural”), a registered holding com- 
pany, and its subsidiary companies, Michigan Consolidated 
Gas Company (“Michigan Consolidated”) and Michigan 
Wisconsin Pipe Line Company (“‘Michigan Wisconsin”), 
have filed an application-declaration and an amendment 
thereto with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Sec- 
tions 6, 7, 9, 10, and 12(b) of the Act and Rule 45 promul- 
gated thereunder as applicable to the proposed transactions. 
All interested persons are referred to said amended applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Pursuant to the Commission’s orders dated May 18, 1970, 
and December 22, 1972, (HCAR Nos. 16727 and 17822), 
American Natural was authorized to issue and sell its notes, 
from time to time until July 1, 1974, up to a maximum of 
$40,000,000 to the Institutional Investment Division of 
First National City Bank, New York, N.Y. (“Investment 
Division”). American Natural is herein seeking continuation 
of that authorization, which is described below, until Janu- 
ary 1, 1976. 


Investment Division administers, as Trustee, pension and 
other funds of many corporations. It is stated that Invest- 
ment Division has a continuous flow of funds from its in- 
ternal operations and follows a practice of pooling these 
funds for loans to various corporations through its nominee, 
King & Co. The interest rate on the proposed notes will be 
equivalent to the highest rate paid daily by General Motors 
Acceptance Corporation on its commercial paper with a 
maturity of 30 to 180 days. American Natural will be 
notified by Investment Division of any change in the inter- 
est rate. The notes issued from July 1 to December 31 will 
mature January 1 of the following year, and those issued 
from January 1 to June 30 will mature July 1 of the same 
year. 





Investment Division will have the right, however, to demand 
payment at any time of all or any part of the principal of the 
loan or loans outstanding. American Natural will have the 
right to prepay the notes at any time without penalty. 


American Natural proposes to relend the funds obtained 
from Investment Division to Michigan Wisconsin and Mich- 
igan Consolidated on the same terms, conditions, and ma- 
turities as those pertaining to the funds borrowed by it. 
Such funds will be made available first to Michigan Wiscon- 
sin, and any available balance (within the $40,000,000 ag- 
gregate maximum) will be loaned to Michigan Consolidated. 
While American Natural anticipates that borrowings from 
the Investment Division will be available on a continuing 
basis, when repayment is required of all or a portion of the 
funds borrowed by it, the two subsidiary companies, in 
turn, will make repayments to American Natural, approxi- 
mately pro rata, to the extent repayment is requested by 
Investment Division. When Investment Division again has 
funds available, American Natural will borrow the amounts 
tendered and relend them to its subsidiary companies. 


It is stated that under the type of arrangement described 
above, the subsidiaries have been able to obtain funds at a 
lower cost than on borrowings from banks under lines of 
credit. As an example, during 1973, the interest rate from 
Investment Division ranged from a low of 5.66% to a high 
of 9.65%, compared with a range in the prime rate at First 
National City Bank from a low of 6% to a high of 10%. 


In order to assure the availability of funds to make any re- 
quired repayments to American Natural under the above 
arrangement, Michigan Wisconsin has obtained a $20,000,- 
000 line of credit from the Commercial Division of First 
National City Bank until December 31, 1975. Any borrow- 
ings thereunder evidenced by notes will bear interest at the 
prevailing prime rate of First National City Bank and will 
mature no later than December 31, 1975. Interest is pay- 
able every 90 days, and the notes may be prepaid at any 
time without penalty. In connection with this line of 
credit, Michigan Wisconsin is required to maintain compen- 
sating balances with First National City Bank. Translated 
into terms of American Natural’s cost of borrowing from 
Investment Division, these compensating balances would 
have the effect of increasing such cost of borrowing by 
approximately three-fourths of 1%. 


American Natural requests authority to file certificates of 
notification required under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $3,500, includ- 
ing counsel fees of $500. It is stated that no State commis- 
sion and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 25, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration, as amended, 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, 
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Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and permit- 
ted to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8358/May 24, 1974 


In the Matter of 
AMERICAN GENERAL LIFE INSURANCE COMPANY 
and 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
SEPARATE ACCOUNT B 

2727 Allen Parkway 

Houston, Texas 77019 

(812-3623) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
THE PROVISIONS OF SECTIONS 22(d), 26(a) and 27(c) 
(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that American General 
Life Insurance Company Separate Account B (“Sepa- 
rate Account B”), a unit investment trust registered 
under the Investment Company Act of 1940 

(“Act”), and American General Life Insurance Company 
(“Insurance Company”) (collectively ““Applicants”’), have 
filed an application pursuant to Section 6(c) of the Act for 
an order of the Commission exempting Applicants, to the 
extent noted below, from the provisions of Sections 22(d), 
26(a), and 27(c)(2) of the Act. All interested persons are 
referred to the application on file with the Commission for 
a statement of the representations contained therein, which 
are summarized below. 
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Insurance Company, a wholly-owned subsidiary of the 
American General Insurance Company (the “Parent”), is a 
stock life insurance company incorporated under Texas 
law. Separate Account B is a separate account of Insurance 
Company established on November 19, 1973, pursuant to 
Texas law, as the facility for issuing single and periodic pay- 
ment deferred, and single payment immediate, variable an- 
nuity contracts (the ““Contracts’”’). Amounts allocated to 
Separate Account B pursuant to the Contracts will be 
applied to purchase shares of American General Growth 
Fund, Inc. (“Fund”), a diversified, open-end management 
investment company registered under the Act. American 
General Management Company, Inc., a wholly-owned sub- 
sidiary of the Parent, is the investment adviser for the 
Fund. 





Section 22(d) of the Act provides, in pertinent part, that no 
registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public ex- 
cept at a current offering price described in the prospectus. 


Applicants offer annuity contracts under which purchase 
payments may be accumulated on either a fixed or a vari- 
able basis or a combination of both. Deductions for sales 
and administrative expenses are made from each payment 
as described in the prospectus. Applicants request exemp- 
tion from Section 22(d) of the Act to permit sales of Con- 
tracts without sales and administrative charges when (i) 
accumulated purchase payments are transferred, not more 
often than once each year, from a fixed to a variable basis, 
before the annuity payment period begins, with a $5.00 
charge for each transfer; (ii) surrender values or death bene- 
fits under a life insurance policy issued by Insurance Com- 
pany are applied to the purchase of a Contract; (iii) pro- 
ceeds payable on the death of a contract holder, under an 
annuity contract offered by Applicants, either before or 
after annuity payments have begun, and whether ona 
fixed or variable annuity basis, are applied to the purchase 
of a Contract for the beneficiary of such contract; and (iv) 
accumulated values of contracts are applied at the end of 
the accumulation periods of such contracts to the purchase 
of single payment deferred Contracts then being offered by 
Insurance Company. 
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Applicants state that the sales and administrative charges 
imposed upon payments accumulated on a fixed or variable 
basis are identical and that the sales and administrative 
charges imposed under Insurance Company’s life insurance 
policies are often greater than those levied under the Con- 
tracts. Applicants assert that the assessment of additional 
sales and administrative expense charges for the transfer or 
application of accumulated values or amounts payable 
under existing policies or annuity contracts for the purchase 
of Contracts would result in double or even greater fees be- 
ing imposed upon the purchasers of such Contracts. There- 
fore, Applicants contend that no discrimination would re- 
sult from the elimination of such charges because no pur- 
chaser would be relieved of the duty to pay some sales and 
administrative charge whether under an annuity contract 
or life insurance policy; all that is avoided is the discrimina- 
tion that results from the double payment of charges by 
persons wishing to change the manner in which payments 
are determined and not change the right to receive such 
payments. Applicants represent that the elimination of 
sales and administrative charges will not result in disruptive 
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distribution patterns for the Contracts. Applicants assert 
that a secondary market in Contracts cannot develop be- 
cause such Contracts represent rights of specific individuals 
to payments which are guaranteed by Insurance Company 
or dependent upon the investment performance of the 
Fund. 


Sections 26(a) and 27(c)(2), as here pertinent, provide in 
substance that a registered unit investment trust, and any 
depositor and principal underwriter for the trust are pro- 
hibited from selling periodic payment plan certificates un- 
less the proceeds of all payments other than sales load are 
deposited with a qualified bank as trustee or custodian and 
held under an indenture or agreement containing specified 
provisions. Such indenture or agreement must provide (1) 
that the trustee or custodian be a bank of a designated size, 
(2) that the assets be held in trust and proscribes the charges 
which may and may not be charged against such assets, (3) 
that the trustee or custodian may only resign in a specified 
fashion and (4) that certain records be kept and certain 
notices be given to security holders. 


Applicants request an exemption from Sections 26(a) and 
27(c)(2) to permit the Applicants to sell Contracts without 
need of an independent trustee or custodian. In support of 
such request, Applicants state that the net purchase pay- 
ments under the Contracts will be invested in the shares of 
the Fund whose assets will be held in the custody of a cus- 
todian meeting the requirements of Section 26(a) of the 
Act. The ownership of Fund shares by Separate Account 

B will be held in an open account so that such ownership 
will only be indicated on the books of the Fund and Sepa- 
rate Account B and will not be evidenced by transferable 
stock certificates. Applicants assert that Insurance Com- 
pany is subject to extensive supervision and control by the 
Texas Commissioner of Insurance, the National Association 
of Securities Commissioners, and the insurance commission- 
ers of each state in which the Contracts will be sold. Under 
Texas law and the terms of the Contracts, the assets of 
Separate Account B are not chargeable with liabilities aris- 
ing out of any other business conducted by Insurance Com- 
pany. Obligations arising under the Contracts as general 
obligations of Insurance Company, cannot be abrogated 
without violating the Texas insurance law. Therefore, Ap- 
plicants assert that such existing regulation of Insurance 
Company affords substantially the same protection con- 
templated by the provisions of Sections 26(a) and 27(c)(2) 
of the Act. 


Applicants have consented that the requested exemption 
from Sections 26(a) and 27(c)(2) be subject to the follow- 
ing conditions: (1) that the deductions for administrative 
services shall not exceed such reasonable amounts as the 
Commission shall prescribe, the Commission reserving juris- 
diction for such purpose, and (2) that the payment of sums 
and charges out of the assets of Separate Account B shall 
not be deemed to be exempted from regulation by the Com- 
mission by reason of the requested order, provided that 
Applicants’ consent to this condition shall not be deemed 
to be concession to the Commission of authority to regu- 
late the payment of sums and charges out of such assets 
other than charges for administrative services, and Appli- 
cants reserve the right in any proceeding before the Com- 
Mission, or any suit or action in any court, to assert that 
the Commission has no authority to regulate the payment 





of such other sums and charges. 


Section 6(c) of the Act authorizes the Commission, upon 
application, to exempt any person from any provisions or 
provisions of the Act conditionally or unconditionally if 
and to the extent such exemption is necessary or appropri- 
ate in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 18, 1974 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney at 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order ‘disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8359/May 24, 1974 


In the Matter of 


QUIDNET DEVELOPMENT CAPITAL COMPANY 
32 Nassau Street 

Princeton, New Jersey 08540 

(812-3625) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING APPLICANT FROM ALL PROVISIONS OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Quidnet Development 
Capital Company (“Applicant’’), a New Jersey limited 
partnership organized as of March 12, 1974, has filed an 
application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (“Act”), for an order of the Com- 
mission exempting it from all the provisions of the Act. 
All interested persons are referred to the application on 
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file with the Commission for a statement of the repre- 
sentations made therein, which are summarized below. 


Applicant was organized to make private placement invest- 
ments primarily in the securities of relatively small or rela- 
tively new business enterprises which it believes have a po- 
tential for development and growth. The sole limited part- 
ner of Applicant is Commercial Union Insurance Company 
(“CU”) and the general partner of Applicant is Quidnet 
Company, a New Jersey limited partnership com posed of 
Messrs. Stephen W. Fillo and Reid White as General Part- 
ners and CU as Limited Partner. Quidnet Company was 
organized as of March 12, 1974, to provide management 
and financial consulting services to corporations and invest- 
ment advisory services. 


CU is a wholly-owned subsidiary of Commercial Union Cor- 
poration, which in turn is a wholly-owned subsidiary of 


Commercial Union Assurance Company Limited of London. 


CU’s investment in Applicant will be $4,000,000, which 
amounts to less than % of 1% of its assets. Applicant states 
that CU is not an investment company within the meaning 
of Section 3(a) of the Act. 


Applicant represents that it has not made, and does not pro- 
pose to make, a public offering of its securities. Since its 
organization, Applicant has solicited no investors other than 
CU and does not intend to do so. CU has no intention of 
disposing of its partnership interest in Applicant. 


Applicant states that it has not registered as an investment 
company pursuant to Section 8 of the Act, in reliance upon 
Section 3(c)(1) of the Act which exempts from the defini- 
tion of “investment company” an issuer whose outstanding 
securities are owned beneficially by not more than one 
hundred persons and which is not making and does not pro- 
Pose to make a public offering of its securities. 


Section 3(c)(1) further provides that, for purposes of deter- 
mining the number of the issuer’s shareholders, the share- 
holders of a corporate investor shall be counted if such 
corporate investor itself owns 10% or more of the outstand- 
ing voting securities of the issuer. 


Applicant states that it has filed the application in recogni- 
tion of the question concerning its status under Section 3 
(c)(1) even though the interest of the corporate investor is 
a limited partnership interest which does not have any vot- 
ing rights. Applicant asserts that the limited partnership 
agreement provides that control of the partnership will rest 
with the General Partner and that the rights of the Limited 
Partner are insignificant and do not amount to the equiva- 
lent of voting rights. 


Applicant submits that it is appropriate in the public inter- 
est and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the 
Act for the Commission to enter an order exempting Appli- 
cant from all of the provisions of the Act for the reason 
that Applicant's sole corporate investor, both by virtue of 
its institutional character, and by virtue of the de minimis 
nature of its investment in Applicant does not require the 
protections afforded by the Act. 


Section 6(c) of the Act provides that the Commission, by 
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order upon application, may conditionally or uncondi- 
tionally exempt any person or transaction from any provi- 
sion or provisions of the Act to the extent such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 18, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application herein will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8360/May 28, 1974 


In the Matter of 


AETNA FUND, INC. 
AETNA INCOME SHARES, INC. 


and 


AETNA FINANCIAL SERVICES, INC. 
151 Farmington Avenue 

Hartford, Connecticut 06115 
(812-3600) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d). 


Aetna Fund, Inc. and Aetna Income Shares, Inc. (collective- 
ly referred to as Funds”), diversified, open-end, manage- 
ment investment companies registered under the Investment 
Company Act of 1940 (the ““Act’’), and Aetna Financial 
Services, Inc., a wholly-owned subsidiary of Aetna Life and 
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Casualty Company of Hartford, Connecticut and the princi- 
pal underwriter of both of the Funds (collectively referred 
to with Funds as “‘Applicants’’), have filed an application 
pursuant to Section 6(c) of the Act for an order of the Com- 
mission exempting Applicants from Section 22(d) of the 

Act to permit the application of the proceeds of life insur- 
ance or annuity contracts, issued by Aetna or any company 
organized and operated as a life insurance company under 
applicable state law and controlled by Aetna, whether such 
proceeds are payable on death or otherwise, to the purchase 
of shares of the Funds at a sales charge that would be one- 
half the sales charge described in the prospectus of each 
Fund. 


On April 26, 1974, a notice was issued of the filing of said 
application (Investment Company Release No. 8326). The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for 

a hearing has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it has been found that 
the granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act that 
the application for exemption from the provisions of Sec- 
tion 22(d) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8361/May 28, 1974 


In the Matter of 


OPPENHEIMER FUND, INC. 
OPPENHEIMER A.I.M. FUND, INC. 
OPPENHEIMER TIME FUND, INC. 
OPPENHEIMER INCOME FUND, INC. 


and 


OPPENHEIMER MANAGEMENT CORPORATION 
One New York Plaza 

New York, New York 10004 

(812-3601) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND PURSU- 
ANT TO SECTION 6(c) GRANTING EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT 
AND RULE 22d-1 THEREUNDER 





Oppenheimer Fund, Inc., Oppenheimer A.1.M. Fund, Inc., 
Oppenheimer Time Fund, Inc. and Oppenheimer Income 
Fund, Inc. (collectively referred to as the ‘““Funds”’) each 
of which is registered as an open-end investment company 
under the Investment Company Act of 1940 (the ““Act’’) 
and Oppenheimer Management Corporation (“Oppenheim- 
er’), collectively referred to with the Funds as “Appli- 
cants’’) have filed an application for an order (1) pursuant 
to Section 11(a) of the Act to permit the Funds to offer to 
exchange their shares for shares of Oppenheimer Monetary 
Bridge Inc., (formerly Oppenheimer Financial Bridge Fund, 
Inc.), on a basis other than their relative net asset value per 
share at the time of the exchange and (2) pursuant to Sec- 
tion 6(c) of the Act granting exemptions from Section 22(d) 
of the Act and Rule 22d-1 thereunder, in connection with 
such exchanges. 


On April 29, 1974, a notice (Investment Company Act Re- 
lease No. 8324) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act. 


IT IS ORDERED, pursuant to Section 11 of the Act, that 
the proposed exchange offer be approved and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from Section 
22(d) of the Act and Rule 22d-1 thereunder, to the extent 
requested, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8362/May 29, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10832/May 29, 1974 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 415/May 29, 1974 

Admin. Proc. File No. 3-4318 

In the Matter of 


DAVID W. BUSH 
Wichita, Kansas 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 
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In these proceedings under the Investment Company, Secur- 
ities Exchange and Investment Advisers Acts, an offer of 
settlement has been submitted by David W. Bush, who was 
president of First Home Investment Corporation of Kansas, 
Inc. (“FHI”), a face amount certificate company registered 
under the Investment Company Act, and of Bush & Com- 
pany, Inc. (“registrant’’), then a registered broker-dealer 1/ 
which had been investment adviser to and principal under- 
writer for FHI. 


Solely for the purpose of settlement of these proceedings, 
respondent admits the activities described below and con- 
sents to certain findings of misconduct and to the entry of 
an order barring him from association with any broker, 
dealer or investment adviser and prohibiting him from serv- 
ing in any capacity with respect to a registered investment 
company specified in Section 9(b) of the Investment Com- 
pany Act. 


Upon the recommendation of its staff, the Commission de- 
termined to accept the offer. On the basis of the offer of 
settlement, it is found that: 


1. During the period from about November 17, 1970 to 
about March 30, 1973, respondent willfully violated Sec- 
tions 5(a) and 5(c) of the Securities Act in that he offered, 
sold and delivered common stock in registrant when no re- 
gistration statement under that Act had been filed or was 
in effect as to such stock. 


2. During the period from about March 12, 1971 to about 
March 30, 1973, respondent willfully violated and willfully 
aided and abetted violations of Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in connection with transactions in the 
securities of FHI. He misrepresented and aided and abetted 
others in making misrepresentations that: 


a. There was no risk in FHI’s investments in mortgages in- 
sured by the Federal Housing Administration and guaran- 
teed by the Veterans Administration, when in fact some 
diminution in mortgage liquidation value could result if 

FHI were forced to sell its mortgages in an unfavorable mar- 
ket; 


b. FHI had paid a return of over 10% to its investors every 
year, when in fact dividends on FHI stock had never ex- 
ceeded 5% of the offering price and interest on FHI’s face 
amount certificates never exceeded 712%; 


c. FHI’s profits had been paid out in the form of cash and 
stock splits, when in fact such stock splits represented a 
fractionalization of investors’ equity; 


d. FHI’s shares were sold at asset or book value, when in 
fact they were sold at adjusted book value as described in 
FHI’s prospectus; 


e. FHI’s shares would not go below 5% on the market, when 
in fact Bush could not predict the market price fluctuations 
of such shares; and 


f. Investors would have no problem in disposing of FHI 
common stock on the market, when in fact they could have 
difficulty in selling their shares if sell orders substantially 
exceeded buy orders. 
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In addition, respondent did not disclose and aided and 
abetted others in not disclosing that only a limited inde- 
pendent market existed for FHI’s common stock, and that 
such stock was not redeemabie. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that David W. Bush be, and 
he hereby is, barred from being associated with any broker, 
dealer or investment adviser, and that he be, and he hereby 
is, prohibited from serving in any capacity with respect to 
a registered investment company specified in Section 9(b) 
of the Investment Company Act. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/On June 4, 1973, registrant’s registration was revoked with 
its consent. Securities Exchange Act Release No. 10194, 1 
SEC Docket No. 19, p. 30. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8363/May 30, 1974 


In the Matter of 


PIONEER ENTERPRISE FUND, INC. 
PIONEER II, INC. 

28 State Street 

Boston, Massachusetts 02109 
(812-3636) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER ExX- 
EMPTING A PROPOSED TRANSACTION FROM SEC- 
TION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Pioneer Enterprise Fund, 
Inc. (““Enterprise’”’) and Pioneer II, Inc. (“Pioneer”) (collec- 
tively referred to as ““Applicants”), both registered under 
the Investment Company Act of 1940 (“Act”’) as diversi- 
fied, open-end management investment companies, have 
filed an application pursuant to Section 17(b) of the Act 
for an order of the Commission exempting from the provi- 
sions of Section 17(a) of the Act the proposed sale by 
Enterprise of substantially all of its assets to Pioneer in ex- 
change for shares of common stock of Pioneer. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Enterprise, a Delaware corporation, was organized in 1955 
and, as of March 31, 1974, had net assets of $4,590,000. 
Pioneer, a Massachusetts corporation, was organized in 1969 
and, as of March 31, 1974, had net assets of $8,746,000. 
The principal investment objective of Enterprise is to seek 
long-term capital growth and that of Pioneer is to seek rea- 
sonable income and growth of capital. Each of the Appli- 
cants employ Pioneering Management Corporation (the 

“ Adviser”), a wholly-owned subsidiary of Fund Research 
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and Management, Inc. (“Fund Research”), as its investment 
adviser pursuant to identical investment advisory contracts. 
Fund Research acts as principal underwriter for both Appli- 
cants. The board of directors 0: each of the Applicants are 

identical and their officers are the same individuals with the 
exception of their vice presidents. 


Enterprise and Pioneer have entered into an Agreement and 
Plan of Reorganization (the ““Agreement’’) providing for the 
acquisition of substantially all of the assets of Enterprise by 
Pioneer and the liquidation and subsequent dissolution of 
Enterprise. The proposed transaction is contingent upon the 
receipt of an opinion of counsel to the effect that the pro- 
posed transaction will constitute a tax-free reorganization 
and that no gain or loss will be recognized by the Applicants 
or their shareholders as the result of the transaction. The 
Agreement is subject to approval by the affirmative vote of 
at least a majority of the outstanding voting securities of 
Enterprise. If the Agreement is approved by shareholders, 

it is anticipated that the transaction will take place on June 
28, 1974. 


Prior to the closing date of the proposed transaction, (“Clos- 
ing Date’’), Enterprise will declare and distribute to share- 
holders all of its net investment income. On the Closing 
Date, Enterprise will retain from cash an amount estimated 
to pay its expenses under the Agreement including the ex- 
penses of liquidation and dissolution. Pioneer will assume 
all other liabilities of Enterprise. The number of shares of 
Pioneer to be issued to shareholders of Enterprise will be de- 
termined on the basis of the relative net asset values per 
share of each of the Applicants computed as of the close of 
the New York Stock Exchange on the Closing Date. The 

net asset value per share of each of the Applicants will be 
determined by dividing the total value of the investments 
and other assets of each of the Applicants less any liabilities 
by the total number of shares outstanding. Upon consum- 
mation of the transaction as contemplated by the Agree- 
ment, each Enterprise shareholder will have an account 
established in his name on the books of Pioneer credited 
with the number of Pioneer shares (including fractional 
shares carried to four decimal places) due such shareholder. 


As of March 31, 1974, Enterprise had a tax loss carry for- 
ward of $119,910 and Pioneer had an undistributed net 
realized gain of $1,060,052. In addition to these tax posi- 
tions, Enterprise and Pioneer have net unrealized deprecia- 
tion on the securities in their portfolios of $1,590,436 and 
$728,673, respectively. It is submitted that no adjustment 
on account of these differences in realized and unrealized 
gains and losses can be demonstrated to result in fairer 
treatment for the shareholders of the Applicants than not 
making an adjustment since any such adjustment must re- 
late to individual shareholders with different objectives, 
holding periods, tax bases and tax rates. Accordingly, the 
Agreement does not provide for any adjustment to be made 
in the bases of exchange between the Applicants. If the 
proposed transaction had been consummated on March 31, 
1974, the shareholders of Enterprise would have received 
approximately 34.2% of the shares of Pioneer. 


Applicants state that, since the boards of directors and most 
of the officers of the Applicants are identical, the Appli- 
Ccants might be deemed to be under “common control” and 
each of the Applicants might be deemed to be an “affiliated 





person” of the other under the definition of “affiliated per- 
son” set forth in Section 2(a)(3) of the Act. 


Section 17(a) of the Act, in pertinent part, provides that it 
is unlawful for any affiliated person of a registered invest- 
ment company knowingly to sell to or purchase from such 
registered investment company any security or other proper- 
ty except securities of which the investment company is the 
issuer. Pursuant to Section 17(b) of the Act, the Commis- 
sion, upon application, may grant an exemption from such 
prohibition after finding that the terms of the proposed 
transaction are fair and reasonable and do not involve over- 
reaching on the part of any person concerned and that the 
proposed transaction is consistent with the policy of each 
registered investment company concerned and the general 
purposes of the Act. 


Applicants represent that the terms of the proposed transac- 
tion are reasonable and fair and do not involve overreaching 
on the part of any person concerned since shares of Pioneer 
will be issued to the shareholders of Enterprise on the basis 
of the respective net asset values of each of the Applicants 
determined at the same point in time and in the same man- 
ner. It is stated that Enterprise has experienced a declining 
trend in both assets and numbers of shareholders while per 
share expenses have increased. Applicants assert that the 
shareholders of both of the Applicants will benefit by the 
elimination of certain duplicated costs, principally costs re- 
lating to legal and accounting and printing services and mail- 
ings. It is stated that the Adviser and Fund Research will 
also benefit from the consummation of the proposed tran- 
saction. Applicants anticipate that annual cash benefits for 
the shareholders of the Applicants as the result of the pro- 
posed transaction will be about one-third of such benefits 
for the Adviser and Fund Research. The Adviser and Fund 
Research have agreed to bear three quarters of the expenses 
of the reorganization which are estimated at $24,000. Of 
the remaining expenses, Enterprise will bear approximately 
$4000, which amount includes its liquidation and dissolu- 
tion costs, and Pioneer will bear approximately $2000. 


Applicants assert that the proposed transaction is consistent 
with the policies of both Enterprise and Pioneer and the 
general purposes of the Act. Applicants state that the in- 
vestment restrictions and policies of both of the Applicants 
are substantially the same. Pioneer has an investment re- 
striction which limits borrowing from banks to 5% of the 
value of its total assets at the time of borrowing, Enterprise 
may borrow from banks up to 10% of the value of its net 
assets at the time of borrowing. It is stated that neither of 
the Applicants has ever borrowed any money. It is sub- 
mitted that, in the opinion of management of the Appli- 
cants, the investment portfolio of Enterprise is, at present, 
generally comparable to that of Pioneer. It is represented 
that the investment manager and the Boards of Directors 

of Pioneer will determine what securities, if any, in the 
Enterprise portfolio are not compatible with the investment 
objective of Pioneer and those securities will be sold by En- 
terprise prior to the Closing Date. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 21, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 

matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
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of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shouid order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Reg 
ulations promulgated under the Act, an order disposing of 
the application will be issued as of course following June 21, 
1974, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8364/May 30, 1974 


In the Matter of 


HOME INCOME SHARES, INC. 
c/o David Fain Brown 

9100 Wilshire Boulevard 

Beverly Hills, California 90212 
(811-2355) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On April 22, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8319) that Home Income Shares, Inc. 
(““Applicant’’), a closed-end, diversified management invest- 
ment company registered under the Investment Company 
Act of 1940 (’Act’’), had filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission de- 
claring that Applicant had ceased to be an investment com- 
pany as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Home Income Shares, Inc. un- 
der the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
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ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











INVESTMENT COMPANY ACT OF 1940 
Release No. 8365/May 30, 1974 


In the Matter of 


VANGUARD FUND, INC. 
116 John Street 

New York, New York 10038 
(812-3428) 


| 
| 


NOTICE OF APPLICATION PURSUANT TO SECTION 
22(e)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that Vanguard Fund, Inc. | 
(“Applicant’’), a diversified, open-end management invest- 
ment company registered under the Investment Company 
Act of 1940 (“‘Act”’), has filed an application pursuant to 
Section 22(e)(3) of the Act for an order of the Commis- 
sion permitting, retroactively, postponement of full pay- 
ment for shares that had been tendered for redemption. 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein which are summarized below. 


On March 5, 1973, the Commission announced that it had 
ordered the temporary suspension of over-the-counter 
trading in the securities of Beneficial Laboratories, Inc. 
(“Beneficial”), for a period of 10 days. This order was re- 
newed for successive 10-day periods until October 30, 
1973. Applicant states that, based on a valuation of its 
assets made shortly before said suspension, securities of 
Beneficial represented approximately 17.7% of its total net 
asset value. Applicant maintains that because of the sus- 
pension of trading in the stock of Beneficial it could not, 
during the period of the trading suspension, ascribe a fair | 
market value to the shares of Beneficial held by it and that | 
it was, therefore, not reasonably practicable for it farily 

to determine the value of all its net assets during that } 
time. 





Applicant, therefore, adopted a plan of partial postpone- 

ment of payment for shares tendered for redemption pur- 
suant to which shareholders who requested redemption 
subsequent to March 5, 1973, and before trading in Bene- 

ficial was resumed, received the net asset value of their | 
shares exclusive of their interests in the assets of Applicant | 
represented by its holdings of securities of Beneficial, and | 

all shareholders of record as of March 5, 1973, were also 
allocated pro-rata interests in the shares of Beneficial held | 

by Applicant. On March 8, 1973, Applicant filed an appli- 
cation for an order permitting such partial postponement 
of payment. After the resumption of trading in Beneficial, 
Applicant's shares of Beneficial were sold, and the pro- 
ceeds of such sale allocable to shareholders who had re- 
deemed their shares were distributed to them. 








Section 22(e)(3) of the Act provides that the Commission 
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may, by order, for the protection of the security holders of 
the company, permit a registered investment company to 
suspend the right of redemption or postpone the date of 
payment or satisfaction upon redemption of any redeemable 
security. 


Applicant maintains that its plan of partial postponement 


of payment was appropriate in all the circumstances since the 


plan permitted immediate redemption by Applicant's share- 
holders of their pro-rata interests in their fund’s portfolio 
other than in the fund’s position in securities in which trad- 
ing had been suspended, and enabled shareholders who had 
redeemed their shares to receive, after trading in such secur- 
ities had resumed, amounts equal to their pro-rata shares of 
the market value of Applicant’s position in such securities. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 24, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the matter will be issued as of course following June 24, 
1974, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 

in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8366/May 30, 1974 


In the Matter of 


NEW YORK HEDGE FUND, INC. 
116 John Street 

New York, New York 10038 
(812-3416) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
22(e)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that New York Hedge Fund, 
Inc. (“Applicant”), a non-diversified, open-end manage- 
ment investment company registered under the Investment 


Company Act of 1940 (“Act”), has filed an application pur- 
suant to Section 22(e)(3) of the Act for an order of the 
Commission permitting, retroactively, postponement of full 
payment for shares tendered to the Applicant for redemp- 
tion. All interested persons are referred to the application 
on file with the Commission for a statement of the repre- 
sentations contained therein which are summarized below. 


On March 5, 1973, the Commission announced that it had 
ordered the temporary suspension of over-the-counter 
trading in the securities of Beneficial Laboratories, Inc. 
(“Beneficial”) for a period of 10 days. This order was 
renewed for successive 10-day periods until October 30, 
1973. Applicant states that, based on a valuation of its 
assets made shortly before said suspension, securities of 
Beneficial represented approximately 71% of its total net 
asset value. Applicant maintains that because of the sus- 
pension of trading in the stock of Beneficial it could not, 
during the period of the trading suspension, ascribe a fair 
market value to the shares of Beneficial held by it and that 
it was, therefore, not reasonably practicable for it fairly to 
determine the value of all its net assets during that time. 


Applicant, therefore, adopted a plan of partial postpone- 
ment of payment for shares tendered for redemption pur- 
suant to which shareholders who requested redemption 
subsequent to March 5, 1973, and before trading in Benefi- 
cial was resumed, received the net asset value of their 
shares, exclusive of their interests in the assets of Applicant 
represented by its holdings of securities of Beneficial. These 
shareholders were also allocated a pro-rata interest in the 
shares of Beneficial held by Applicant. On March 8, 1973, 
Applicant filed an application for an order permitting its 
plan of partial postponement of payment. After the re- 
sumption of trading in Beneficial, Applicant sold its Bene- 
ficial holdings, and the proceeds of such sale allocable to 
shareholders who had redeemed their shares were distributed 
to them. 


On January 16, 1973, the Commission suspended trading 
in the shares of Pelorex Corporation (“Pelorex”’). Prior to 
such suspension, Applicant had sold 500 shares of Pelorex 
short and was entitled to receive $46,475 upon delivery of 
500 shares of Pelorex common stock to the selling broker- 
dealer. On June 22, 1973, Applicant’s board of directors 
determined that it could no longer ascribe a good faith val- 
uation to Hedge Fund’s interest in Pelorex. Consequently, 
shareholders who submitted their shares for redemption 
after such determination received an amount based on 
their pro-rata share of the assets of Hedge Fund calculated 
without regard to the Pelorex interest. These shareholders 
were also allocated a pro-rata interest in any proceeds ob- 
tained from completion of the Pelorex short sale. On 
September 2, 1973, the Commission permitted the resump- 
tion of trading in shares of Pelorex, and Applicant pro- 
ceeded to complete the short sale, realizing $33,475. Sub- 
sequently, the pro-rata shares of the proceeds of the short 
sale allocable to shareholders who had redeemed their 
shares were distributed to them. 


Section 22(e)(3) of the Act provides that the Commission 
may, by order, for the protection of the security holders 

of the company, permit a registered investment company 
to suspend the right of redemption or postpone the date 

of payment or satisfaction upon redemption of any redeem- 
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able security. 


Applicant maintains that its plan of partial postponement 
of payment was appropriate under the circumstances since 
the plan permitted immediate redemption by Applicant's 
shareholders of their pro-rata interests in their fund’s port- 
folio other than in the fund’s position in securities in which 
trading had been suspended, and enabled shareholders who 
had redeemed their shares to receive, after trading in such 
securities had resumed, amounts equal to their pro-rata 
shares of the market value of Applicant’s positions in such 
securities. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 24, 1974, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the matter will be issued as of course following June 24, 
1974, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8367/May 30, 1974 


In the Matter of 


DELCAP ENERGY FUND, INC. 
901 Market Street 

Wilmington, Delaware 19801 
(811-2323) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On April 26, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8325) that Delcap Energy Fund, Inc. 
(“Applicant’’), an open-end, diversified management in- 
vestment company registered under the Investment Com- 
pany Act of 1940 (“Act’’), had filed an application pur- 
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suant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant had ceased to be an in- 
vestment company as defined in the Act. 






The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 







The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Delcap Energy Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8368/May 30, 1974 


In the Matter of 


E. |. DU PONT DE NEMOURS AND COMPANY 
1007 Market Street 

Wilmington, Delaware 19898 

(812-3566) 





ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 
TION 17(a) 


E. |. duPont de Nemours and Company (“Applicant’’), a 
Delaware corporation, has filed an application pursuant 
to Section 17(b) of the Investment Company Act of 1940 
(“Act”) for an order exempting the proposed sale by Ap- 





plicant to Block Engineering, Inc. (““Block’’), a Delaware 
corporation, of 540,000 shares of the common stock of 
Block, representing Applicant's entire ownership in 

Block, for $675,000 in cash and a six-year 64% subordi- 
nated note in the amount of $675,000. Christiana Secur- 
ities Company (“Christiana’’), a registered closed-end in- 
vestment company, owns approximately 28.1% of the out- 
standing common stock of Applicant, which in turn owns 
approximately 33.6% of the outstanding common stock 

of Block. 


On May 2, 1974, a notice (Investment Company Act Re- 
lease No. 8341) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 
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The matter has been considered and it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
involved and that the proposed transaction is consistent 

with the policies of Christiana and with the general purposes 
of the Act. 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction as set forth in the application 
be and is hereby exempted from the provisions of Section 
17(a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8369/May 31, 1974 


In the Matter of 


VENTUREVEST CORPORATION 
1665 Route No. 10 

Morris Plains, New Jersey 07950 
(811-1871) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On May 2, 1974, a notice was issued (Investment Company 
Act Release No. 8339) that Venturevest Corporation 
(“Applicant”), a closed-end, non-diversified management 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act”), had filed an application pursu- 
ant to Section 8(f) of the Act for an order of the Commis- 
sion declaring that Applicant had ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for hearing has been filed, and the Commission has 


not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Venturevest Corporation under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8370/May 31, 1974 


in the Matter. of 

ASTRON FUND, INC. 
BONDSTOCK CORPORATION 
FRANK RUSSELL CO., INC. 


1100 One Washington Plaza 
Tacoma, Washington 98402 
(812-3593) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTION 22(d) OF THE ACT 


On May 2, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8338) of the filing of an application 
by Astron Fund, Inc. (““Astron’’), a Washington corpora- 
tion registered as an open-end diversified management in- 
vestment company under the Investment Company Act 

of 1940 (“Act’’); and Bondstock Corporation (““Bond- 
stock”), a Delaware corporation registered as an open-end, 
diversified management investment company under the 
Act, and Frank Russell Co., Inc., (““Russell’’), a broker- 
dealer registered under the Securities Exchange Act of 
1934 and the principal underwriter for Astron and Bond- 
stock (Astron, Bondstock, and Russell are collectively re- 
ferred to as “Applicants”) pursuant to Section 6(c) of the 
Act for an order of the Commission exempting Applicants 
from the provisions of Section 22(d) of the Act to permit 
Bondstock to offer shareholders of Astron the right to in- 
vest the proceeds of certain liquidating distributions in 
shares of Bondstock at net asset value without the payment 
of any sales or service charges. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application might be issued 
upon the basis of the information stated in the application 
unless a hearing should be ordered. No request for a hear- 


ing has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that the 


granting of the requested exemption is appropriate in the 


public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 22(d) of the Act, to the extent requested, be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT 








INVESTMENT ADVISERS ACT OF 1940 
Release No. 415/May 29, 1974 


See Investment Company Act Release No. 8362/May 29, 
1974. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 416/May 31, 1974 


See Securities Exchange Act Release No. 10835/May 31, 
1974. 





The Complaint alleges the defendants have violated 





LITIGATION 





Litigation Release No. 6378/May 24, 1974 


SEC v. WORLD MINT, INC., et al. 
(C.D. CA) 


Gerald E. Boltz, Administrator of the Los Angeles Region- 
al Office of the Securities and Exchange Commission, 
today announced that a Complaint had been filed May 
20, 1974 in the United States District Court at Los An- 
geles, California, seeking to enjoin World Mint, Inc. 
(World Mint), Ships Stores, Inc. (Ships Stores), Alexander 
“Ozzie” Curtis, a Los Angeles area resident, Morr Indus- 
tries, Inc., a California corporation, Milton Cohn, a Los 
Angeles area accountant, Nevada Securities Transfer 
Corporation (Nevada Securities), a Nevada corporation 
with its principal place of business in Laguna Beach, 
California, Harold B. Silene, a Los Angeles area business- 
man, H. DeWorth Williams, doing business as H. DeWorth 
Williams Investment Company, of Salt Lake City, John 
Warren Williams of Salt Lake City, Robert C. Goodwin, 

a Los Angeles area resident and theowner of Nevada 
Securities, Nathan Debin of the Los Angeles area, 

Canon Drive Corporation, a Nevada Corporation, 

Eugene D. “Gino” massaro and Frances Holman Cord- 
ing, both of whom are Los Angeles area residents, 

from violations of the registration and anti-fraud provi- 
sions of the securities laws. 
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the securities laws in connection with the distribution 
and sale of the securities of World Mint and Ships 
Shores. 





Curtis was previously enjoined by the Commission from 
violations of the registration provisions in connection 
with Reitz Industries, Inc. 

(Lit. Rel. No. 4546A, 2-18-70). 





Litigation Release No. 6379/May 28, 1974 


SEC v. DESTINY OIL AND GAS CORPORATION, et al. 
(E.D. Tenn., CA No. 1-74-72) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on May 22, 1974 the Honorable Frank 
W. Wilson, United States District Judge for the Eastern 
District of Tennessee, at Chattanooga, entered a consent 
decree permanently enjoining James Sharp of Wichita 
Falls, Texas from violations of the registration require- 
ments of the Securities Act of 1933, the anti-fraud 
provisions of that Act and the Securities Exchange Act 
of 1934 and Rule 10b-5 under the latter Act in the 
offer and sale of fractional undivided interests in oil and 
gas wells, promissory notes of Destiny Oil and Gas 
Corporation and common stock of Scenic Oil and Gas 
Corporation, both of Chattanooga. 


For further information, see Litigation Release Nos. 
6323 and 6341. 





Litigation Release No. 6380/May 30, 1974 


SEC v. FRANK A. KLAUS, PHILIP M. EWING AND 
DEL REY CAPITAL CORP. 
(C.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los An- 
geles Regional Office, announced that on May 24, 1974, 
the Commission filed a Complaint in the U. S. District 
Court at Los Angeles, California seeking to enjoin 

Frank A. Klaus (“Klaus”), Del Rey Capital Corp. (“Del 
Rey”) Klaus’ personal investment company, and Philip 
M. Ewing, the president of Del Rey, all of Los Angeles, 
from further violations of Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder. The 





































Complaint also seeks disgorgement of profits. 





The Complaint alleges that in October 1973, after a 
tender offer and proxy solicitation to the shareholders 
of Hi-Shear Corporation (‘‘Hi-Shear”’), Klaus obtained 
sufficient votes to place his nominee, Ewing, on the 
Board of Directors of Hi-Shear. Thereafter, Ewing as a 
director asked for and obtained material information 
concerning Hi-Shear which had not been disseminated 
tothe public. During this time, Ewing held a power 
of attorney from Klaus authorizing him to purchase 
securities for Klaus and was the president of Del Rey, a 
company whose sole function is the management of 
Klaus’ financial affairs and investments. 


The Commission charged that since November 1973, 
Klaus through Del Rey, Ewing and other agents, has 
purchased over 86,000 shares of Hi-Shear common stock 
with the use of this material non-public information. 

The Complaint alleges that the fraudulent conduct is 
continuing at the present time. 
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